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T will pay you to check up on the materials and workmanship 

now used in the gas regulators you buy or recommend. 
Are they in all respects—including working parts and dia- 
phragms—top quality equipment? Will they resist corrosion 
under all operating conditions, and react accurately to minute 
pressure drop? 


Barber Regulators have never been cheapened under any con- 
ditions. Our regulator production has always been regulated 
by the number of units we can turn out in accordance with 
normal standards of Barber Regulator quality. No corners are 
cut in workmanship—no “substitute” materials are employed 
—we have no “utility” model. Remember this when choosing 
the pressure regulator to which you give your endorsement. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


SARBER eaccsuns REGULATORS 


rber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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We is the public interest? Such a ques- 
tion is so productive of vague generali- 
ties, even when narrowed to a particular fac- 
tual situation, that one might as well ask silly 
gag questions, such as “How high is up?” or 
“How short is a string?” 


Yet Congress and the state legislatures pon- 
derously go through the motions of repeating 
this phrase in nearly every piece of major leg- 
islation they enact. The courts, both Federal 
and state, solemnly hand down decision after 
decision purporting to interpret the various 
nuances of “public interest” as to the cease- 
less stream of statutory law flowing over a 
constantly shifting multitude of factual cir- 
cumstances. At times, it almost seems as if the 
phrase “in the public interest” were stuck into 
statutory text as a mechanical formality, just 
as one gets into the habit of adding a little 
flourish to his signature, or ‘putting on the 
right shoe ahead of the left shoe. 


Tuts broad phrase, which has been stretched 
so wide as to become almost meaningless, con- 
tinues to survive as a catchall (along with 
such allied expressions as “public welfare”) 
ceclaration of legislative intent which has 


S. SONNENSCHEIN 


Equity under the Holding Company Act is a 
delicate trust to admimster. 


(See Pace 547) 
OCT. 25, 1945 


the Editors 


saved many an otherwise questionably valid 
law from failing to pass the test of constitu- 
tionality. 

a] 


ETTING down to cases, as one must neces- 
sarily do to get anywhere at all in a dis- 
cussion of “public interest,” consider the Hold- 
ing Company Act. Here is a law ostensibly de- 
signed to protect that portion of the public 
which has invested, or may in the future in- 
vest, in public utility securities. Let us call it 
the “investing public.” In this statute there will 
also be found language designed to protect the 
interest of “consumers,” meaning the utility 
ratepayers. Over and above these two segments 
‘of public interest, there must logically be some 
theory that the interest of the American pub- 
lic as a whole—including those who are neither 
investors in, nor consumers of, service by utili- 
ties under the jurisdiction of the act—must be 
protected by the frustration of certain tenden- 
cies towards corporation monopoly which the 
act was designed to correct. 


Grantep that we have here three different 
classifications of public interest, which is para- 
mount? The politically minded observer would 
probably not hesitate to make his choice, He 


-would probably choose the consumer on the 


theory that the consumer is a definite and tangi- 
ble interest, as compared with the broader pub- 
lic interest (concerning which the average in- 
dividual member of the public probably 
knows little and cares less). 


FURTHERMORE, the consumer is more nu- 
merous than the investor. But political con- 
siderations to one side, does it necessarily fol- 
low—in cases of threatened conflict between 
the interest of the consumer and the interest 
of the investor—that the former should be re- 
garded as paramount? The benefit to the rate- 
payer, spread over such a large class, may be 
so infinitesimal as to amount to less than the 
cost of a package of gum or of a news- 
paper, or some other purchase the individual 
consumer would not even think about. 


On the other hand, injury to the investor 
by the same amount could result in making 
utility investment so unattractive that it cam 
not compete fairly in the money markets with 
less inhibited industries, In other wo 
injury to the ratepayer can be sustained 
corrected by subsequent regulatory action. But 
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Power for Pensacola= 


Riley Steam Generating Unit installed in Gulf Power Company’s new 
22,500 KW high pressure plant. Commonwealth & Southern Corp. 
also installed a duplicate unit at Mississippi Power Co., Hattiesburg, 
Miss., and have placed orders for another duplicate unit at Mississippi 
Power Co. and South Carolina Power Co. 
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Riley Steam Generating Unit 
Gulf Power Co., Pensacola, Fla. 
230,000 Ibs./hr.—975 lbs. Design Pressure—900° F. Steam Temp. 


§ a. . > WY COMPLETE STEAM GENERATING UNITS 
Boilers - Pulverizers - Burners - Stokers - Superheaters 


Air Heaters - Ec: izers - Water-cooled Furnaces 
OKER CORPORATION, WORCESTER, MASS. Sieci-Clac Inlsted Settings - Flue Gav Scrubbers 
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8 PAGES WITH THE EDITORS (Continued) 


injury to the investor (to the point of col- 
lapsing corporate credit) has only to happen 
once and the result is receivership. Verily, 
the regulatory task of the Securities and Ex- 
change Commission and the Federal Power 
Commission—each within its own respective 
sphere—of balancing the interest of the in- 
vestor and the interest of the consumer is a 
delicate responsibility. There are those who 
believe that the government’s responsibility 
could even stop with the consumer, letting 
the investor take care of himself. 


> 


se little discussion about the classifica- 
tion of public interest (as between in- 
vestor, consumer, and public at large) is 
prompted by some incidental observations con- 
tained in the opening article in this issue. But 
when we talk about these three broad classi- 
fications, we have merely scratched the sur- 
face. Each of these classifications has con- 
stituent divisions of public interest. There is 
the large industrial consumer as compared 
with the small commercial consumer, and the 
full-time residential consumer as compared 
with the seasonal resident. 

The ‘ 


‘investing public” breaks up into as 


many classifications as there are classes of 

securities, and these, in turn, are complicated 

~ 4 undercurrents of intercorporate relation, 
li 


iated interest, constructive trusts, and what- 
not. All of which seems to point to a cynical 
observation that “public interest,” like the 
Constitution, means “whatever the court says 
it means.” And even court decisions, as we 
all know, carry no time guaranties. 


Dr. S. SONNENSCHEIN, author of this in- 
troductory article on distribution of voting 
power of holding company shares, is at pres- 
ent a New York city financial consultant, who 
was educated at the University of Vienna 
(LLD); University of Paris, and the School 
of Business Administration of New York 
University. He has had considerable profes- 
sional experience in financial matters. 


* 


HE sophisticated American press, jaded if 

not sated with such sensational innovations 
as atom bombs, radar, jet propulsion, DDT, 
and a lady member of Congress appearing in 
the title rdle of Candida, has taken the news 
of the proposed automobile telephone without 
any explosive show of enthusiasm. Perhaps 
in this, as in many other cases, the American 
press fairly accurately reflects the attitude of 
the American public. In any event, quite a few 
editorial pages have been having fun picturing 
the plight of the hen-pecked husband trying 
to escape an overdose of cénnubial bliss by 
driving to a little poker game, the harassed 
doctor trying to ditch the hypochondriac on 
the golf course, and similar situations whereby 
mankind is bedeviled by the complexity and 
tempo of modern civilization. 


But apparently the radiotelephone isn’t even 
OCT. 25, 1945 


JAMES H, CULLINS 


There will be no hiding place anywhere when 
the walkie-talkie swings into full action. 


(SEE Pace 560) 


going to be confined to the automobile. We 
must own up to a certain degree of concern 
in glancing over a recent national display ad- 
vertisement which pictures a fisherman brag- 
ging from his boat, on the very scene of a 
big catch, to his wife who is sitting at home 
getting all the details by telephone. It strikes 
us that this sort of thing isn’t going to make 
for the old-fashioned kind of fishing we have 
enjoyed in the past. 


IMAGINE the problem confronting Wash- 
ington Irving if he were to try to write “Rip 
Van Winkle” in such a modern setting. Poor 
Rip would escape from the watchful eye of 
his wife with his trusty rod and dog to his 
favorite fishing hole, only to be brought up 
short by an infernally buzzing instrument his 
wife had concealed in his creel. We can easily 
imagine Rip would be quite willing to go to 
sleep for even more than twenty years under 
such circumstances. 


Be that as it may, the so-called walkie-talkie, 
or handy talkie, is bound to have a considerable 
variety of applications in the postwar civilian 
world. In this issue James H. CoLLins, well- 
known Hollywood business writer, gives us an 
outline of some possibilities in this direction. 
Also in this issue is an article inspired by an- 
other war-born invention—the buzz bomb— 
written by Ropert M. Hyatt, business and 
technical author, now residing in Santa Bar- 
bara, California. 


THE next number of this magazine will be 
out November 8th. 


ar OlcTre- 
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the Synchro Matic ™" 


Brooklyn Union Gas Company gets fast, 
accurate, detailed sales analyses with 
Remington Rand Punched-Card Accounting 


Measuring and analyzing gas sales 
y any desired classification is a simple 
atter for executives of this well-known 
ew York utility. 

Using the exclusive, automatic 
emington Rand Synchro-Matic Punch, 
nles analysis tabulating cards are 
unched simultaneously with and as a 
-product of account billing on the 
emington Rand Bookkeeping Machine. 
his synchronized operation produces 
e bill, the customer’s ledger record, 
d the tabulating card simultaneously 
without any increase in operator 
me; assures absolute accuracy be- 
een billing data and ‘sales records; 


and takes advantage of the speed and 
accuracy of automatic, mechanical tab- 
ulating to produce any number of statis- 
tical analyses. 

Utility executives are fast recog- 
nizing the efficiency and value of Rem- 
ington Rand Punched-Card Accounting 
for the accumulation and analysis of all 
manner of utility-operation facts, in-. 
cluding payrolls, labor distribution, 
material control, sales, financial reports, 
meter readings, etc’ 

Write to our branch office nearest 
you, or direct to Remington Rand Inc., 
Tabulating Machines Division, New 
York 10, N. Y., for further information. 


Reminglon Rend 


PUNCHED-CARD ACCOUNTING 


* The HOLE 


MARK of a System 
of Accuracy 


Write for: “The HOLESTORY of Punched-Card Accounting” — 
the book that tells a vital story to business. It’s FREE! 
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ULCAN AUTOMATIC VALVED SOOT BLOWERS 


THE VULCAN AUTOMATIC VALVED HEAD, MODEL LG-2, wes deve 
some 12 years ago 4 ¢ result of an exhaustive study of existing soot blower heeds end 
capability of meeting the new end severe conditions ebout to be imposed on them by he 
modern high pressure boiler. A new design, breakin tradition with os al fahioned 
low pressure heads, was indicated and the 16-2 head was desi ith the follow: 
features in mind: 





(1) A heed uni 1 in its epplicati 

(2) A heed economical in steam (or sir) consumption 
(3) A heed easy to install 

(4) A head easy and simple to operste 

(5) A heed low in maintenance and easy to service 


Tas ap of 0 ott Cee qpueeing So vob tp Ho Seed id to be the key to the 
required ope marked a radical deperture from the traditional head of low pressure 
yy A single chein operating through « gear reduction revolves the element and, by 
ray of ow ales end of the blowing arc, moves the pilot to open and close the valve 
mn 
This design makes the LG-2 head universal in its epplicati 
permits the head not only to be used on low pressures but also 
pounds. Opening the valve in the weed ees hi 
soot blower he is no problem wii ulcan 
job, the operetor merely having to ot the small pilot ve 
Operators prefer the LG-2 head alter using other heeds because of its simple and easy 
Ug eamieed a cnet net and 6 pinion, the self lubricated special sheft 
bail bearing taking the steam thrust as well es the v0 radial load 
and werping by the 








thout lever effect on the element end permits the 
well sleeve. “A csi ae socket joint in the sleeve prevents element strains by allowing 
relative motion of the setting end e! and, at the seme time, — the setting tight 
The interests of the contractor and boiler erector have not been overlooked in th 
design of the LG-2 head. It is, perhamn, the casiest heed to jaanall. ng ce of the fensed 
cqenemnen between the element head, the assembly of these perts in the field «s 
reletively simple 


VULCAN SOOT BLOWER CORPORATION 


Du Bois, Penna 





This page is reserved under thé MSA PLAN (Manufacturers Service Agreement) 


















WaALttTerR F. GrEorce 
U. S. Senator from Georgia. 


J. A. Krue 
Chairman, War Production Board. 


Currrorp J. Durr 
Member, Federal Communications 
Commission. 


Frreprich A. HAYEK 
Writer. 


FRANK E, Provia 
Consultant, Senate Small Business 
Committee. 


Ettts ARNALL 
Governor of Georgia. 


Styies Brinces 
U. S. Senator from New 
Hampshire. 


CrareE Boorn Luce 
U. S. Representative from 
Connecticut. 


Rosert E. HANNEGAN 
U. S. Postmaster General. 


OCT, 25, 1945 





Remarkable Remarks 


“There never was in the world two opinions alike.” 











—MOoNTAIGNE 














“The government ought never to take more than 50 
cents out of any dollar earned by the taxpayer.” 


> 


“In the great job of reconversion industry is not crying 
on our [government’s] shoulder. Industry is going ahead 









. On its own.” 


* 


“The problems of broadcasting are the problems of 
democracy itself, and its greatest dangers are apathy and 
lack of understanding.” 

© 


“Independence of mind or strength of character is 
rarely found among those who cannot be confident that 
they will make their way by their own effort.” 


> 


“A heavy program of government public works would 
compete for materials and the very labor to which private 
construction would otherwise furnish employment.” 


* 


“Monopolies have no place within a democracy. They 
are the implements of the ideologies that have just cost @ 
America 1,000,000 casualties and $300,000,000,000 of na- Hie = 
tional wealth to suppress.” 





















FIG 


> 


“Congress, instead of considering new ways to spend 
the people’s money, should cut to the bone future ap 
propriations and rescind a great many of those authorized 
for a war that no longer exists.” 


* 


“...I must refuse the compliment which he [Represent 
ative Knutson of Minnesota] so graciously paid me by 
saying that I think like a man. Thought has no sex. One 
either thinks or one does not think.” 


. 

“In tackling the nation’s problems Harry Truman” 

makes it a point to guide himself by the answer to only 

one question—and he is very particular about that one 

question. It is not: ‘Am I going right or left?’ But: ‘Am 
I going right or wrong?’” 


12 


gage 














ian 50 


crying 


ahead 


ns of 
y and 


ter Is 
t that 


would 
rivate 


xtober 25, 1945 Public Utilities Fortnightly 








WHEREVER YOU GO 
BURROUGHS 
MACHINES 
ARE GIVING 
SATISFACTION 













FIGURING, ACCOUNTING AND STATISTICAL MACHINES + NATIONWIDE MAINTENANCE SERVICE + BUSINESS MACHINE SUPPLIES 


Orleans, Lovisiong—one of th 





Rubetion shows on accounting office iy Higgins nga Inc., New 

ormed service and 
war iniuhy ellis aot haue tea ea for great quontities of figuring, 
eccounting and statistical machines in carrying out their wartime ossignments. 





—Satisfied with Burroughs engineering... pre- 
cision manufacture . . . simplicity and versatility of - 
design... : Gieeliilie tor ion: dependable service.” 


—Satisfied with Burroughs range . . . ieaaaiag 
for practically every figuring, accounting, statistical 
and cash-handling task . .. machines designed for 
specific kinds of work. . . machines designed for 
flexibility and versatility of application. 


Satisfied with Burroughs service . . . efficient 
maintenance . . . promptness in emergencies . . .- 
dependability year in and year out. ; 


—Satisfied with Burroughs rales 
counsel in making applications that will work. most > 
efficiently . . . assistance in seeing that installations 
continue to function smoothly. : 





BURROUGHS ADDING MACHINE COMPANY 
DETROIT 32, MICHIGAN ee 


IN MACHINES 
in COUNSEL 
IN service 
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“We are on the threshold of a great new era in which 
expanding air travel will help bring the world closer to- 
gether, increase our knowledge of and codperation with 
peoples all over the world, and, by eliminating selfishness 
and hate, create a condition of world peace.” 


* 


“Full employment is a demand which Congress cannot 
ignore. However, my basic confidence is still in private 
enterprise. It is private enterprise that has made this 
nation great and if it makes the most of its opportunities 
I think it can continue to be the basis for our economy.” 


* 


. a minority of commentators deplore the absence 
of an overhead ‘plan.’ What they overlook or ignore is 
that the kind of plans which will do most to shorten the 
period [of reconversion] and get people back to useful 
and self-supporting work are the plans of businessmen 
themselves.” 


» 


“Different observers disagree in the methods we should 
adopt in assuring a high level of employment and busi- 
ness activity. I doubt personally that either extreme— 
completely free enterprise, which we have never had, or 
complete government domination, which I hope we never 
will have—will provide the answer.” 


> 


“There is one primary and indispensable way to inspire 
faith in American industry and in our system of indus- | 
trial democracy. It is the obvious way. It is for every 
industrial concern first to create a public understand- 
ing of its own contribution to the general welfare and, 
second, to demonstrate by its actions its concern for the 
general welfare.” 


> 


“Despite the pious genuflections to free enterprise on 
almost every page of the [Full Employment] Bill, its 
basic assumption is, indeed, that free enterprise,‘ left to 
its own devices, is unlikely to achieve, much less to main- 
tain, full employment. If the backers of the bill felt 
otherwise, they would never have bothered to introduce 
it. If free enterprise alone can provide full employment, 
there is no need for action by government.” 


* 


“Any full employment or guaranteed-income program 
that begins with government as consumer or dispenser 
of spending money, or purchasing power to the masses, 
must move from the now familiar phases of forced con- 
sumption, forced saving, and compulsory management 
to the final stages of forced labor which are common to 
every country with total government in Europe and Asia, 
and came close to us here in America during the war,” 





SWITCHING EQUIPMENT 


DISCONNECTING SWITCH 
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unities The design, manufacture and application of 
Switching Equipment has been the business of R&IE HOPNX GAP SWITCH 
for over thirty years. As you seek Quality and Service, 
remember that R&IE built most of the earliest air 
switches in existence. 
Since then R&IE has contributed many of the INTERRUPTER SWITCH 
outstanding switchgear features which are adopted 
standards today. 


R&IE will continue to specialize in the making 
Of this equipment long after the present war-time 
emergency. 
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-A C-E Steam Generating Unit, designed for a pressure 


of 1390 psi, a total steam temperature of 830 F and a 







maximum continuous steam capacity of 690,000 lb of 


steam per hour was placed in service late in 1935 by 






Wisconsin Electric Power Company at its Port Wash- 






ington Station. 






A unit of the same type was purchased in 1940. And 






now a third unit has been ordered. 







A-902 


COMBUSTION 


200 MADISON AVENUE 
C-E PRODUCTS INCLUDE ALL TYPES OF STEAM GENERATING, FUEL BURNING AND 
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"| WASHINGTON 


ENGINEERING 


NEW YORK 16, N. Y. 
RELATED EQUIPMENT FOR STATIONARY AND MARINE APPLICATIONS jay 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
* ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 yeats in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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S ay with Addressograph 


DDRESSOGRAPH is the fastest, most accurate 
method of putting words and figures on business 
s. Once the information is on Addressograph 
es, you can write it again and again at a speed of 

D0 words or 30,000 figures a minute. 


ddressograph can do the job of writing in every 
partment of your business that puts information on 
per. And it can be used with any existing system or 
ine. When Addressograph is used with other types 
ofice equipment, you have the ideal combination 
eficient handling of paperwork. 


¢ simplicity of Addressograph methods and the 


low cost of writing this modern way bring savings in 
time, money, elimination of errors, and better control 
over your paperwork operations. 

Addressograph now serves most of the country’s 
largest businesses—helps thousands of small com- 
panies to operate efficiently. 


Our Methods Department will be glad to show you 
how others in your industry are using Addressograph 
simplified business methods—how you can make sav- 
ings now which will multiply during the reconversion 
and postwar days ahead. Telephone our local office 
or write Addressograph-Multigraph Corporation, 
Cleveland 17, Ohio. 


Aliens 


‘Taapt-mane 216 a5, 040 OR 


SIMPLIFIED BUSINESS METHODS 


Addressegraph ond Muligraph are Registered Trade Marne of 8p 


Sultigraph 
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HYDRAULIC TURBINES 
and 


ACCESSORY EQUIPMENT 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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for 


HIGH HEADS 


or 
ABRASIVE WATER 





70,000-bp., 2200-ft. bead 

Pelton turbine in Big 

Geek 2-A Plant of 

Southern California 

Edison Company, Lid. 

elton (Impulse type) Turbines, power installations. Simplicity of 
ow used throughout the world, design assures low maintenance and 
ere originated by THE PELTON high availability. 

VATER WHEEL COMPANY, one 
the units of the Baldwin Group. A full range of sizes is available 
hese turbines are.standard for (1) from 6-inch water wheels up to the 

igh heads, (2) Abrasive water, maximum size permitted by trans- 


nd (3) Low-head, small horse- portation facilities. 


THE BALDWIN LOCOMOTIVE WORKS - PHILADELPHIA, PA., U.S.A. 


1. P. MORRIS DEPARTMENT, EDDYSTONE, PA. » THE PELTON WATER WHEEL CO., SAN FRANCISCO, CAL. 


ALDWIN HAS os TURBINE FOR EVEeryY TYPE orf INSTALLATION 





LABORATORY TESTS PROVE: 


TRANSITE DUCTS 
DIFFUSE HEAT FASTER! 


a LABORATORY TESTS lasting more than two 
years comes proof of the superior heat-dissipating 
qualities of Transite Ducts. 

By applying the data from the tests to specific field 
conditions, J-M Engineers have determined the com- 
parative I2R losses of underground ductways in actual 
operation. They have found, as a result of a number of 
such studies that Transite Ducts dissipate these losses 
up to 13% faster than the other ductways tested. 

It is apparent, therefore, that cables in Transite Ducts 
have a higher inherent load capacity. Or, carrying rated 
loads, cables will run cooler, thereby reducing copper 
losses and increasing cable insulation life. 
| Transite Ducts are strong, immune to rust and rot, 
incombustible, not affected by electrolysis or galvanic 
action. Smooth bore makes possible long cable pulls 
and easy replacements. Long, lightweight lengths can 
be quickly installed. And, a variety of fittings simplifies 
even the most complicated installations. ‘i 

Write for Data Book DS 410, Johns-Manville, § 

22 E. 40th St., New York 16, N. Y. M 


Johns-Manville 
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MERCOID 
CONTROLS 


Ee 


=> 
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WAITING FOR 


The only /00% Mercury Switch eguipped controls. 
They assure better control performance and longer control life. 
Industry is now going full speed ahead _ the ever increasing demand for Mercoid 


in the process of reconversion, but not Controls. 


The cooperation of the trade is solicited 
in making known their probable require- 
ments, thereby facilitating in the pro- 
duction plans to the mutual advantage 


without its problems, involving labo re- 
adjustments and certain limitations on 
essential materials that are governed by 


the demands on available supplies. 


Every effort is being made to provide for _ of all concerned. 


MERCOID CORPORATION + 4201 W. BELMONT AVENUE + CHICAGO > 41+ ILLINOIS 


wfacturers of Automatic Controls for Heating, Air Conditioning and Various Industrial Applications 
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AYA SYSTEMS 


@ Here are some of the advantages 
that accrue to users of Egry Business 
Systems: Positive control over every 
recorded transaction; greater accu- 
racy through the elimination of mis- 
takes caused by thoughtlessness, 
carelessness and temptation; more 
records written in less time and with 
less effort; fewer clerks and office 
machines required. Utility compa- 
nies have found that Egry Business 
Systems handle their voluminous 
and complex records accurately, 
efficiently and speedily. Investigate 
today. Literature sent on request. Or 
a free demonstration may be ar- 
ranged in your own office at your 
convenience. Address Dept. F-1025. 








EGRY SPEED-FEED may be attached to any 
standard typewriter in one minute without 
change in construction or operation, and 
with Egry Continuous Forms, practically 
doubles the output of the operator since all 
her time becomes productive. 


EGRY TRU-PAK speeds the writing of all 
handwritten records. Eliminates mistakes 
and assures positive control over all re 
corded transactions. 


EGRY ALLSET FORMS are individually bound 
sets, interleaved with onetime carbons for 
immediate use for either typed or hand- 
written records. 


THE EGRY REGISTER COMPANY, DAYTON 2, OHIO 


EGRY CONTINUOUS FORMS LIMITED, King and Dufferin Streets, Toronto, Ontario, Canads 
Egry maintains sales ggencies in all principal cities 
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®@ International Trucks have delivered top 
service in the utility industry during the 
war years. Here are two reasons why: 

The quality and performance of Inter- 
national Trucks is so outstanding that 
during the last fourteen years more heavy- 
duty Internationals have been sold for 
civilian use than any other make. 

International maintains the nation’s lar- 
gest company-owned truck service organ- 
ization as performance back-up for Inter- 
national Truck quality. 


a a 


TWO REASONS 
Why INTERNATIONALS Lead... 





More and more Internationals now are be- 
ing built for civilian use. But for some time 
the demand will exceed the supply. Expert 
maintenance of present trucks continues 
im perative—International maintenance. 
And for your new Internationals, keep 
in touch with your International dealer 
@ __ or branch. There is an International 
of the right size and carrying ca- 
pacity for every job. 
INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago 1, Illinois 


NTERNATIONAL Yaucks 
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STANDARDIZE 
ON TRIDENT FOR 
YOUR POSTWAR METERS 


EATURE OF 


TRIDENT 1/2’ and 2’ STYLE 3 


valuable in these larger size Trident Meters, 


1 wenpcanenoeaa is particularly 


with their larger and necessarily more ex- 
pensive parts. In Style 3 Meters will be found 
such modern Trident features as the screwless 
register, oil-enclosed gear train, sand ring, thrust 
roller and thrust roller bearing plate. Trident 
Interchangeability also applies to all Trident 
Frost-proof and Trident Split-case domestic size 
meters . . . assuring real standardization that 
means economy in parts inventory, efficiency in 
maintenance, reliability in performance, protec- 


tion against depreciation, and utmost in revenue. 


MEPTUNE METER COMPANY © 50 West SOth Street © New York 20, 0, 
PORTLAND, ORE... 


OVER 6’. MILLION TRIDENT METERS SOLD 
THE GREAT MAJORITY STILL IN SERVICE 
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specifying X-Ray or Gamma Ray inspec- pretive engineering, unexcelled laboratory 
you can be absolutely positive that fabri- research, modern fabricating facilities and 
i piping has no hidden welding flaws. _ positive inspection. 

innell’s scientific inspection methods and eee 


pment make doubly sure that welded 
s will safely withstand the high temper- 
' ~ P a EA called en ny Branch warehouses in principal cities 

ane PT eee ee Pipe Fabrication Plants: 
),000 volt X-ray “eyes”, so sensitive they providence, R.I. * Atlanta,Ga. * Warren, Ohio 
record the scratch of a needle on metal, 
n each weld through and through for 


host minute flaws. Portable Gamma Ray 

pment is used for inspection in the field. GR LL 
hen you give a prefabricated piping job 
inaell, you can be sure of expert inter- 
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GRINNELL COMPANY, INC. 
Executive Offices, Providence 1, R. I. 
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THE NEW PLAN— Ba 
All standard, nN 
factory- assembled, , 
metal-clad switch- 
gear (Type MI-6, 
with magne-blast 79 


alr circuit breakers). “74 
WOR WAQ BH 
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A SHIFT TO diaadard SWITCHGEAR 
STEPPED UP THE GAINS 


Recently, the engineering department 
of a large utility company re-examined 
a plan which it had on file for rebuilding 
one of its substations. In the light of 
today’s conditions, a new plan was 
drawn up,. breaking with many previ- 
ously established practices. 

Simplification was the keynote of the 
change of plan: A single sectionalized 
4-kv bus was substituted for the double 
bus of the original plan. Bus-section 
voltage regulation was adopted instead 
of individual feeder regulation. Three- 
pole breakers replaced single-pole break- 
ers in individual] phase cubicles, in view 
of the high percentage of three-phase 
load. And, in place of specially designed 
apparatus, standard, factory-assembled 
metal-clad switchgear was specified. 


Altogether, the new, simplified p 
is estimated to cost but 40 per cent 
much as the original. A major factor 
bringing about this cost reduction 
the choice of G.E.’s repetitively man 
factured switchgear. 

Quantity production of standé 
equipment means a better product 
you at lower prices. May we assist J 
in projecting more standard appara 
into your present and future plat 
General Electric Company, Schenectady 
New York. 
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ORED CABLE - RUBBER POWER CABLES - VARNISHED CAMBRIC CABLES 


CRESCORD 


Rubber Jacketed 
Portable Cord 


FOR LONG SERVICE 
ON TOUGH JOBS 


CRESCORD comprises two, three or four flexible cop- 
per conductors, with color-coded, heat-resisting, rub- 
ber insulation under a tough, synthetic rubber jacket. 
It is flexible, highly resistant to abrasion, crushing, cut- 
ting, water, weather and sunlight. 


Type S. CRESCORD has a heavy jacket for maximum 
life on portable drills, tools and industrial equipment. 


Type SJ CRESCORD has a lighter jacket for use on 
household and office appliances. It is made in sizes 
#18 and #16 AWG only. 


Type SV CRESCORD is a small, light, extremely. flex- 
ible cord for use on household vacuum cleaners. It is 
made in size #18 AWG only. 


CRESCENT, 
WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


LDING WIRE + IMPERIAL NEOPRENE JACKETED PORTABLE CABLE 


ZSV9ONZ GQVa1I GQuoovVNWUuad 
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Advantages of Kinnear 
Steel Rolling Doors 


Rugged all-steel comstruction. 
Coiling upward action. 

: Effective counterbalance. 
ca pave pe Bere B nendh El yo ~ ye pede Flexible interlocking steel-slat 
Just install sturdy, dependable KINNEAR Steel construction. 

Doors. They feature an all-metal door curtain of rugged, : 
Geathin, tefeciection dale. tha curtain, colle cemmnctty. ““0°°r x prin a roman 
overhead, clearing the opening completely, saving wall and control if desired. 
floor space, and remaining out of reach of damage when Individually engineered for 
open. For additional advantages of quick, labor-saving, each opening 
push button control, KINNEAR Motor Operators may be : 
added. Many others. 
THE KINNEAR MANUFACTURING COMPANY 
ad A 


Offices and Agents 1742 Yosemite Avenue 
in All Principal Cities San Francisce 24, Calif. 
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I$ BUILT INTO 


MICA 
CAPACITORS 


* The many processes that are required in pro- 
ducing SANGAMO MICA CAPACITORS in- 
volve numerous critical operations. Some of these 
are MICA SPLITTING, MICA GAUGING, 
MICA PUNCHING, MICA INSPECTION, and 
CAPACITOR STACKING. 


* To achieve EXCELLENCE, a well planned, 
effective quality control is maintained every step 
of the way. Skilled operators have the most mod- 
ern mechanical equipment with which to work. 
This, together with competent supervision, has 
enabled SANGAMO to play an important part 
in meeting the heavy and exacting requirements 
of wartime America. 


* The complete line of SAN- 
GAMO MICA CAPACITORS 
merits every confidence of the 
most exacting user of Capacitors. 
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\ANGAMO ELECTRIC COMPANY ii"ivor' 
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A NEW DAY DAWNS IN THE POWER FIELD 


WITH THE 


A hletoric occasion—the first demonstration of the El ges 
. overall efficiency—29 percent (32 of 34 percent anticipated in later 
- weight—30 per horsepower ( d te be 20 pounds in 
Po (probably will be 1 cubic 

ode fuel ofl. Lower grodes 


models) . . 
leter models) . . 
feet or less in later models) . . . 
ond powdered coal « probability. 
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. cubic areo—J, feet per hor: 
fuel—medium 


IT’S HERE, NOW — this new prime mover 
that engineers everywhere and large 
builders of heavy equipment have sought 
to develop. It turns fuel into power direct- 
ly, without steam equipment or recipro- 
cating engine design. Elliott Company 
after years of research and experimen- 
tation, marked by characteristically in- 
genious engineering skill, has built and 
operated the first successful gas turbine 
for ship propulsion. The Elliott gas turbine 
plant is in production. 

Further developments to be expected. 
But the tough job is done—there remains 
the task of applying this new Elliott prime 


mover to the various needs of industry and 
transportation. Some of these applica- 
tions in their probable forms, are illus- 
trated below. 


The Elliott Gas Turbine is not a dream of 
future low cost and limitless power . . . It 
is a thoroughly practical development, 
utilizing thermodynamic and physical laws 
with which every engineer Is familiar. The 
gas turbine is here, now—Elliott Com- 
pany’'s latest and one of its many impor- 
tant contributions to the power industry. 


For further information ask for the 
“Gas Turbine Issue"’ of Powerfax. 


ELLIOTT 


COMPANY 


JEANNETTE, PA. * RIDGWAY, PA. 
SPRINGFIELD, O. ° 
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Canadian Independent Yehohons Association starts meeting, 1945. 
Virginia Independent Telephone Association convenes, Roanoke, Va., 1945. 





Pennsylvania Electric 4905" Systems Operation Committee, will hold session, 
Harrisburg, Pa., Nov. 8, 45. 





American Water Works Association, New Jersey Section, will convene, Atlan- ‘ry 
tic City, N. J., Nov. 9, 1945. 





Missouri Telephone Association will convene, Kansas City, Mo., Nov. 12, 13, 1945. 





National Electrical Contractors Association starts meeting, Cleveland, Ohio, 1945. 





fine Institute will hold Silver Jubilee convention, Chicago, Ill., Nov. 
1 











q American Water Works Association, Wisconsin Section, will hold meeting, Milwaukee, 
Wis., Nov. 13-15, 1945. 
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9 American Transit Association starts business meeting, Chicago, IIl., 1945. 





4 Mid-Southeastern Gas Association will hold meeting, Raleigh, N. C., Nov. 23, 1945. 





4 Independent Natural Gas Association will hold annual membership meeting, Dallas, 
Tex., Nov. 26, 1945. 





T American Public Works Association starts annual congress, Chicago, Ill., 1945. @ 





{ President Truman’s labor-management conference convenes, Washington, D. C., 1945. 





Y General Electric Com will hold “Vict Lighting Jubilee,” New York, N. Y., Nov. 
26-30, 1945. = eee ra a 











» | pore Electric Exchange, Commercial Section, will convene, Atlanta, Ga., Dec. 





H. Armstrong Roberts 


Statue of Liberty 


To all Americans—probably most of the world—this figure symbolizes the 
rinciples of liberty which World War II was fought to preserve. 
ictory Loan Drive, opening October 29th, will help finance the cost of 

the fight. Support it! 
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Distribution of Voting Power of 


Holding Company Shares 


Discussion of the general policy of the SEC in respect to that 

question by the author, who believes it is too early to pass judg- 

ment on the lessons learned therefrom, but that redistribution 
has had a beneficial effect in a number of cases. 


By S. SONNENSCHEIN 


MONG other innovations ushered 
A in by the Holding Company 
Act in the field of corporate law 
and finance has been the effort of the 
Securities and Exchange Commission 
to obtain a more fair and equitable dis- 
tribution of voting power through the 
process of holding company reorgan- 
ization. Legal authority of the commis- 
sion to change the distribution of vot- 
ing power in public utility holding 
companies and their subsidiaries is 
strongly anchored in § 11(b)(2) of 
the Public Utility Act. 
That the stockholders of a corpora- 


tion are the owners of the enterprise is 
something so natural in our system of 
free enterprise, in which we believe, 
and that the owners of an enterprise 
should be in a position to exercise all 
their rights and especially their voting 
rights on a just and democratic basis 
is so deeply connected with the Amer- 
ican way of thinking, might have 
been the reason why the part of the 
“death sentence” of the Public Utility 
Act which has been based on an ex- 
isting inequitable distribution of vot- 
ing power among the security holders 
of an enterprise seemed to have en- 
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countered the least resistance from the 
public and from the industry. 

Now, after so many years, we are 
in a position to see the results obtained 
by the application of the act. So far, 
these results would seem to present, 
to the impartial observer, an interest- 
ing but rather inconclusive picture. 
Certainly, no universally acceptable 
nor foolproof formula has yet been 
evolved for fair and equitable distri- 
bution of voting power in reorganiza- 
tion cases. Nor, at the moment, does 
there seem any imminent prospect for 
such development. 

Section 11(b)(2) of the Public 
Utility Act of 1935 outlines two condi- 
tions which impose upon the Securities 
and Exchange Commission the duty to 
require a change in the corporate struc- 
ture or existence of any company 
which is a public utility company or an 
operating subsidiary. 

A change in the corporate structure 
or the existence of a company, of 
course, means the reorganization or 
the dissolution of that company. 

The two conditions are: 

(1) Where there exists unduly or 
unnecessary complication of the struc- 
ture of a holding company system ; 

(2) Where there exists an unfair 
or inequitable distribution of voting 
power among security holders of a 
holding company system or of a com- 
pany in the system. 


| Prec nsies broadly, these two 
situations could cover quite a 
variety of circumstances which the act 
makes no attempt to define in detail. 
The so-called “great - grandfather 
clause” is only a specific case especially 
mentioned by the lawmakers. The 
statute assumes that both of the 
conditions are present in a “great- 
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grandfather” situation, and therefore 
binds the commission to correct the 
double trouble by eliminating such con. 
dition without any attempt to make the 
offending situation more workable or 
“liveable” if permitted to continue 
without basic change. 

Viewed from the angle of practical 
administration, the two situations are 
often present in combination. There. 
fore the orders of the commission are 
often based on such a combination. 

The Public Utility Act of 1935 is 
now ten years old. It is now about five 
years since the commission started 
to institute affirmative proceedings 
against companies to enforce compli- 
ance with the act. 

The constitutional validity of the 
Holding Company Act, especially the 
controversial § 11, is still undecided 
At any rate, managerial interests seem 
to be proceeding on that assumption, 
despite the long-awaited test cases be 
ing brought by two: subsidiaries of 
Electric Bond and Share Company 
(American Power & Light and Elec 
tric Light & Power) still pending be 
fore the Supreme Court. Assuming 
that the successor to resigned Justic 
Roberts will agree to qualify so as to 
make a quorum of the court for the cur 
rent term, it is likely that we shall have 
some sort of a decision before long. 
But regardless of that prospect, the 
holding companies, and investment 
circles, are going ahead steadily with 
plans for full compliance with the ac, 
just as if its validity had been already 
constitutionally guaranteed. 


Se is not to suggest that the two 
pending test cases are futile. Os 
the contrary, even assuming that the 
highest court will not suddenly collaps 
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the whole act with a decision declaring 
one or more of its major provisions un- 
constitutional, these cases may well re- 
sult in valuable clarification and inter- 
pretation of these provisions which 
will guide the commission, the compa- 
nies, and the investors for years to 
come. Too often, perhaps, the commis- 
sion has been obliged to proceed with 
policy interpretation affecting tre- 
mendous interests and investments, 
without benefit of final judicial en- 
dorsement or correction. A decision on 
these cases could, conceivably, provide 
just such stability in the administration 
of the act. 

For that matter, it is indeed quite 
questionable whether a decision, de- 
caring one or more major provisions 
of § 11 unconstitutional, would really 
amount to much more than academic 
interest for many companies, coming 
as it would at this late date. By the end 
of this year, virtually all of the major 
holding company systems subject to 
the provisions of § 11(b) (2) will have 
had their final plans for reorganization 
either approved or prepared for ap- 
proval, subject to detailed adjustment 
by the commission. When economic 
eggs have been so thoroughly scram- 
bled, it would take more than a de- 
cision of the Supreme Court to un- 
scramble them into anything remotely 
resembling the status quo ante bellum. 
After all, the holding company Hump- 


ty Dumpty has been off the wall for 
quite a while. 


Ww the commission has done 
much in the way of developing a 
consistent policy dealing with the equi- 
table distribution of voting power, but 
seems to have come now to an im- 
passe. The commission lately issued an 
order in the matter of Commonwealth 
Utilities Corporation and the Arizona 
Power Corporation. The order was 
givert little notice by the public and the 
press. Yet it might well be regarded as 
a turning point in the practical applica- 
tion of the provision and the intention 
of the law to distribute equitably vot- 
ing power among the security holders 
of a corporation. It goes without say- 
ing, of course, that the problem of fair 
and equitable distribution of voting 
power in so-called quasi public corpo- 
rations (corporations whose securities 
are widely distributed among the pub- 
lic) is of national and international 
importance. 

It is rather questionable whether the 
Public Utility Act was ever intended 
to solve all economic and legal prob- 
lems of a general nature which follow 
in the wake of its reorganization of 
concentrated “control” in the public 
utility industry. Yet the lessons learned 
might be of value to the entire national 
economy and we may see if any benefit 
results for the system of private enter- 


7 


especially the controversial § 11, is still undecided. At any 


q “THE constitutional validity of the Holding Company Act, 


rate, managerial interests seem to be proceeding on that as- 
sumption, despite the long-awaited test cases being brought 
by two subsidiaries of Electric Bond and Share Company 
(American Power & Light and Electric Light & Power) 
still pending before the Supreme Court.” 
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prise in the form of corporate organiza- 
tion. 

The expansion of holding compa- 
nies in the public utility industry took 
place at a very rapid pace. The Asso- 
ciated Gas & Electric system, for in- 
stance, grew from around $6,000,000 
in 1923 to $1,000,000,000 in 1929. 
Prices paid for utility properties were 
pitched at such high levels, and the 
profits taken in financing them were 
such that numerous investors had suf- 
fered substantial adverse reaction long 
before the Public Utility Act was 
passed. Even conservatively financed 
systems, as judged by “pre-act” stand- 
ards, have had to go through defla- 
tionary adjustment. 


geno ne page & SOUTHERN was 
organized in 1929, but by 1932 
had to eliminate $563,000,000 as ex- 
cess of its investment account over the 
book value of subsidiaries, reducing the 
amount at which investments were 
carried to $355,000,000. Associated 
Gas Company achieved its control over 
the subsidiaries by issuing three classes 
of common stock, six classes of pre- 
ferred stock, four classes of preference 
stock, twenty-four classes of deben- 
tures, seven issues of secured notes, 
four issues of investment certificates, 
and in addition different warrants and 
rights. Standard Gas & Electric Com- 
pany had concentrated voting control 
until an investment of less than $1,- 
000,000 exercised dominion over a 
system with an investment of $370,- 
000,000. Other examples, too well 
known to warrant repetition, could be 
cited along this line. 

The only purpose of this brief re- 
cital is to emphasize that it was the 
policy and the objective of the act to 
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rehabilitate the industry by requiring 
corrective action on the part of the 
holding companies, rather than the op- 
erating companies in the system. An 
exception might be made in those cases 
where the operating companies them- 
selves might be exposed to the evil the 
law wanted to eliminate. 

Now, take note of the following dis- 
tinction made between treatment of 
holding companies and treatment of 
operating utilities: The commission 
has been charged, we have seen, with 
the duty to direct the reorganization 
or the dissolution of a holding company 
in any system where there exists an 
unfair distribution of voting power 
in such company or elsewhere in the 
system, or in the system as a whole. 
But, the commission is limited, in en- 
forcing a reorganization or a dissolu- 
tion of an operating subsidiary, to 
cases of inequitable distribution of vot- 
ing power among the security holders 
of such operating subsidiaries, if in 
existence. | 


. was the intention of Congress to 
encourage the various holding com- 
pany systems to comply with the act 
voluntarily, and the work of the SEC, 
ostensibly at least, follows such inten- 
tions of Congress. Proceedings leading 
towards reorganization or dissolution 
were not instituted until early in 1940. 
The commission, as a matter of policy, 
tries to avoid the use of § 11(d) (ask- 
ing court enforcement of an order is- 
sued under § 11(b)(2)). Instead, it 
attempts to induce the existing man- 
agement to submit a voluntary plan of 
compliance with the provision of the 
act, as per § 11(e). 

Now this policy has had a rather in- 
teresting result. Plans of reorganiza- 
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Constitutionality of § 11 


“|... itis... quite questionable whether a decision, declaring one or more 
major provisions of § 11 unconstitutional, would really amount to much 
more than academic interest for many companies, coming as it would 
at this late date. By the end of this year, virtually all of the major hold- 
ing company systems subject to the provisions of § 11 (b) (2) will have 
had their final plans for reorganization either approved, or prepared for 
approval, subject to detailed adjustment by the commission.” 





tion or dissolution filed by other than 
the management (for instance by in- 
dividual stockholders or by stockhold- 
er committees) are regarded as plans 
to comply with the law, only if such 
plans are accepted by the management. 

Further, the management is not re- 
quired to draw up a specific plan. Any 
plan submitted by the management— 
even where there are a number of al- 
ternative possibilities, equally or more 
equitable—has to be accepted by the 
commission if it meets the standards 
of the act. The court, if it finds such 
plan fair and equitable to the persons 
affected by it, must likewise acquiesce 
in approval. Existing management is 
the only “full” participant in the pro- 
ceedings before the commission. 

It is only practical and reasonable 
to expect that the management of a cor- 
poration, which the law assumes to be 
(at least in some cases) in power as a 


consequence of inequitable and unfair 
distribution of voting rights among 
the security holders of such corpora- 
tion, will (when called upon by law to 
correct the situation with its own 
choice of remedies) try to work out 
some acceptable solution by which it 
can either retain control or pass it along 
to affiliated or friendly interests. 


y yee all, it is the possession of vot- 
ing power which facilitated the 
rapid growth of the holding company 
systems and their continued existence. 
But corporation laws and corporation 
finance, as they developed in the last 
fifty years, have tended to make prac- 
tical control of a large quasi public cor- 
poration less and less dependent upon 
the exercise of voting rights by secu- 
rity holders. A wide distribution of 
stock among small holders and the 
proxy machinery are of basic impor- 
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tance for the development, which 
made, in many cases, the exercise of 
voting rights by the stockholders a 
pure formality. This situation does 
not necessarily impute any aspersion 
upon the ability of existing manage- 
ment. Indeed, as in the case of the 
American Telephone and Telegraph 
Company and others inside and out- 
side of the operation of the Holding 
Company Act, we often see this situa- 
tion existing side by side with highly 
respected management as well as con- 
servative financing. It is simply a fact 
which we must recognize. 

Would the situation be any different 
if the voting rights of stockholders had 
developed in such a way as to result in 
a more representative board of direc- 
tors—meaning less _ self-perpetuating 
power for management or minority 
control? We know, of course, that the 
developments were in the other direc- 
tion with respect to the public utility 
industry in this country from 1920 to 
1930. Or, would the voting power have 
been more equitably distributed 
among its security holders if the pub- 
lic utility industry had developed other- 
wise than to and through national 
holding company systems ? The answer 
would probably have to be somewhat 
inconclusive. Certainly the installation 
of local management would hardly pro- 
vide a complete answer or sure-fire cor- 
rective. As far as effectiveness of vot- 
ing rights is concerned, local manage- 
ment is not different from centralized 
management. There is no difference in 
policy trend, along this line, between 
corporations in interstate business and 
those in intrastate business. 


a 11(e) prescribes how, and 
from what viewpoint, the commis- 
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sion has to act in order to enforce the 
provisions of § 11(b)(2). The com- 
mission has to adopt rules and regula- 
tions or issue an order which the com- 
mission may deem necessary or appro- 
priate, not alone for the protection of 
investors, but also for the public in- 
terest—which doubtless means for the 
protection of consumers. This compli- 
cates the commission’s duty ; for what 
might be the best solution from the 
viewpoint of majority investment in- 
terest (as distinguished from existing 
management or minority control) 
might not, in the final analysis, be the 
best solution from the standpoint of 
the consumers. 

Further, the security holders, whose 
interest is regarded as so paramount 
that an infraction of their voting 
power (through inequitable distribu- 
tion) makes the corporation subject to 
reorganization or dissolution, are not 
asked to consent to the plan worked out 
by the management. Remember, this 
is the same management which, as a 
conclusion of the presumptions under- 
lying the law, would not have been the 
management of this corporation (at 
least in many cases) if, from the be- 
ginning, voting power had been equi- 
tably distributed in the system or in 
the company. 

Yet, the requirements of § 11(b) 
(2) of the act must be met, whether or 
not the stockholders approve of it; and 
by stockholders we mean the compre- 
hensive entity of stockholders, espe- 
cially those to whom voting power is 
going to be granted. The law presumes 
that the security holders are adequate- 
ly protected by the requirements of § 
11 of the act when the plan has to be 
found to be fair and equitable by the 
commission and the court. Congress, 
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in writing this provision, has appar- 
ently made some pretty stout assump- 
tions about the ability or the volition 
of security holders to exercise the vot- 
ing power which the act purports to 
restore to them on a fair basis. 


|" any event, we see that the commis- 
sion must approve the manage- 
ment’s plan of reorganization or dis- 
solution if it meets the standards of the 
act. The commission must regard plans 
fied by others (for instance, stock- 
holders who are to be reinstated in 
their voting rights), not as plans to be 
approved, but as statements of the 
viewpoints to be considered in evaluat- 
ing the management’s plan (if the 
proceeding is one under § 11(e) ). This 
is true even in situations where the 
plan would effect only partial compli- 
ance with this section of the act, and 
where the ultimate objective must be 
worked out step by step over a period 
of time. 

I, personally, am under the impres- 
sion that the attitude of the commis- 
sion towards this issue of such eco- 
nomic importance has undergone a 
change in the last few years. It seems 
to me that the commission’s policy 
originally (several years ago) was 
trended toward the divorcement of re- 
organized corporations from former 
control. The commission now seems to 


be orientating its policy in the direction 
of retaining former control, or a cer- 
tain measure of it, if sanctioned by a 
vote after reorganization. The situa- 
tion, however, is not very clear as the 
conditions subject to § 11(b)(2) are 
often interconnected with a condition 
subject to § 11(b) (1), the geographi- 
cal integration proceedings. This may 
possibly explain, along with other fac- 
tors, the more recent codperative atti- 
tude of existing holding company man- 
agements in working out compliance 
plans with the commission. 

Some examples might be noted in 
this connection: Electric Power & 
Light (whose suit in court to have the 
death sentence provision of the act de- 
clared as unconstitutional is, as we 
have seen, still undecided) has already 
finished the reorganization of a sub- 
sidiary, the United Gas Company. 
This reorganization was achieved on 
the ground of former inequitable dis- 
tribution of voting power. American 
Power & Light ( whose case is likewise 
before the United States Supreme 
Court) has already submitted to the 
commission a plan for its own reor- 
ganization. 


E other cases, § 11(b) of the act, 
which requires a reorganization 
where inequitable distribution of vot- 
ing power exists, seems to be regarded 


e 


ever intended to solve ALL economic and legal problems of a 


q “It is rather questionable whether the Public Utility Act was 


general nature which follow in the wake of its reorganiza- 
tion of concentrated ‘control’ in the public utility industry. 
Yet the lessons learned might be of value to the entire na- 
tional economy and we may see tf any benefit results for the 
system of private enterprise in the form of corporate or- 


ganization.” 


553 


OCT. 25, 1945 





PUBLIC UTILITIES FORTNIGHTLY 


by the corporation management as a 
practical method for accomplishing a 
reorganization of its company which 
will put it on a sound financial basis. 
The public statement of the manage- 
ment of Eastern Gas & Fuel Associates 
(only 13 per cent of this system’s net 
sales in 1944 was operating revenue 
of public utilities, the rest was the re- 
sult of commercial and mining activi- 
ties) might be mentioned : 

According to the preliminary statement of 
the plan, it is designed to recognize in a fair 
and equitable manner the fact that owners 
of the association’s 6 per cent preferred 
stock, full dividends on which have not been 
paid since January 2, 1937, are in a sense the 
real owners of a large part of the equity in 
the association and that the value of the 
equity represented by the common stock does 
not entitle it to as much as one-half the vot- 
ing power, as is now the case. 

The president of American & 
Foreign Power, W. S. Robertson, de- 
clared on May 22, 1945, in his report 
to the stockholders : 

It is of prime importance to the company 
that the simplification of its corporate struc- 
ture, as proposed in the plan of reorganiza- 
tion referred to elsewhere in this report, be 
achieved as soon as possible. 

The Public Utility Act, therefore, 
seems to differentiate between unfair 
and inequitable distribution of voting 
power in the holding company system, 
on one hand, and undesirable concen- 
tration of control of individual comipa- 
nies as the result of the corporations 
being part of such system, on the other 
hand. As far as the distribution of vot- 
ing power in the system is concerned, 
the law assumes that the device of sev- 
eral holding companies, one built on 
top of the other, as a method to obtain 
and to maintain control has resulted in 
maldistribution of voting power. It ap- 
parently proceeds from this assump- 
tion to a second assumption, that phys- 
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ical separation of the company from 
the system will result in correcting the 
inequities. But will such a result neces- 
sarily follow? It is a fair question. 


IX the individual corporations the 
law presumes the unfair distribu- 
tion of voting power to be a conse- 
quence of a subnormal financial con- 
dition. An overcapitalization or a 
faulty financial structure of the corpo- 
ration might have existed right from 
the time of its organization. It might 
have developed later. Often it is the 
very operation of regulatory authority 
itselfi—an order of the Federal Power 
Commission, or of a state regulatory 
commission—which, for rate base fix- 
ing, or for accounting purposes, re- 
duces considerably the capital as stated 
in the books. This leaves part of the 
outstanding securities in the red. Such 
an authority may issue an order which 
assigns no value, for rate-making pur- 
poses, to the write-ups forming the 
basis of the issuance of the entire com- 
mon stock. Under such circumstances, 
no possible claim to future earnings 
can reasonably be expected to accrue 
to such stock. 

The activities of the Federal Power 
Commission, with its power and ap- 
parent tendency to establish capital 
valuations and to base rate of return 
on such valuations, as well as similar 
activities of state regulatory bodies, 
create financial situations which call 
for reorganization in utility operating 
and holding companies. This would be 
true even if there were no provision in 
the Holding Company Act which re- 
quires a reorganization to correct un- 
fair distribution of voting power. 

The language of the Securities and 
Exchange Commission in passing on 
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Unfair Distribution of Voting Power 


. ei» the individual corporations the law presumes the unfair distribu- 

tion of voting power to be a consequence of a subnormal financial 
condition. An overcapitalization or a faulty financial structure of the 
corporation might have existed right from the time of its organization. 
It might have developed later. Often it is the very operation of regula- 
tory authority itself—an order of the Federal Power Commission, or of 
a state regulatory commission—which, for rate base fixing, or for ac- 
counting purposes, reduces considerably the capital as stated in the 

books.” 





reorganization plans designed to cor- 
rect an existing unfair and inequitable 
distribution of voting power frequent- 
ly points out that: (1) Such reorgan- 
ization is made necessary by such or- 
ders of other regulatory bodies, and 
(2) that its own order is, at the same 
time, designed to facilitate compliance 
by the company or one of its subsidi- 
aries with such orders of the Federal 
Power Commission, or state regula- 
tory body (to eliminate certain infla- 
tionary items by classifying them into 
Account 107 or 100.5). 


HAT some holding companies are 

in need of a financial and struc- 
tural reorganization, aside from any 
provisions of the act, is quite openly 
recognized in financial circles. For in- 
stance, Merrill, Lynch, Pierce, Fenner 
& Bean write in an opinion on Ameri- 
can & Foreign Power : 
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In view of the enormous amount of divi- 
dend arrears on the preferred stocks (as of 
January 1, 1945, dividend arrears amounted 
to nearly $60,000,000 on the $7 and $6 pre- 
ferred; nearly $257,000,000 on the $7 second 
preferred), it has long been apparent that 
the company required a complete financial 
reorganization. 

These reorganizations, or most of 
them, have taken place either volun- 
tarily or by operation of law, without 
any apparent special regard for the 
problem of redistributing voting power 
among securities of a corporation. 

The Commonwealth Utilities Case 
is a nice case in point. It shows the con- 
flict which arises through trying to 
achieve compliance with all the objec- 
tives of the act at the same time, es- 
pecially the problem of reconciling the 
equitable distribution of voting power 
with the best interest of the consumers. 

The history and the facts in the case 
are briefly: Mr. X, an individual, 
bought in February, 1943, from 
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Southwestern with the approval of the 
commission all the outstanding securi- 
ties of two Arizona operating utility 
companies. The securities consisted of 
common stock only. The purchase price 
was $775,000; this amount exceeded 
the book value of the two companies by 
$135,174. Immediately afterwards Mr. 
X merged the two corporations into 
one, which issued bonds, notes, pre- 
ferred and common stock. Mr. X sold 
the bonds and the notes, retained the 
preferred and common stock, with the 
result that $129,907 of the purchase 
price only was paid out of the own 
pocket of Mr. X while the rest was paid 
by the public. In November, 1943, Mr. 
X bought from Commonwealth Utili- 
ties Corporation its holding in Ari- 
zona Power Corporation, which con- 
sisted of most of the common stock 
and some preferred stock. 


_— Power CorPoRATION is now 
to be merged with the corpora- 
tion just organized and which is the 
result of the first merger. Through a 
financing program, which required an 
additional investment by Mr. X of 
$150,670, the publicly held securities 
of Arizona Corporation are redeemed 
and a new corporation takes over the 
enterprises of the three former inde- 
pendent corporations. The new corpo- 
ration has total assets of $7,474,000. 
All the senior securities are held by the 
public; Mr. X retains 90.6 per cent of 
the common stock of the new corpora- 
tion. This stock has sole voting right 
in the corporation. The part of the 
combined purchase prices which was 
paid by Mr. X is $280,577. This gives 
to Mr. X full control of the enterprise 
with an investment of about 4 per cent 
of the total assets. 
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The Arizona commission has given 
its specific approval to the proposed 
merger and related securities is- 
suances. The Federal commission also 
gave its approval. It took into consid- 
eration the undisputed fact that the 
merger of the Arizona Power Corpo- 
ration with the enterprises of the two 
corporations formerly acquired by Mr. 
X will serve the public interest: 
“... tending towards the economic and 
efficient development of an integrated 
public utility system.” The majority of 
the commission added that a specific 
authorization by the commission as to 
the financing of such intrastate system 
is not required. 

Commissioner Healy of the SEC 
dissented. “The acquisition cannot be 
permitted,” he stated, “if the princi- 
ples of the act are to be observed. ... 
The purpose of the act will be defeated 
if one of its objectives is achieved by 
permitting the commission of an evil 
which is condemned and banned.” 


WO questions arise: Is the inequi- 
table and unfair distribution of 
voting power an evil to be corrected 
only when it exists in an enterprise 
subject to interstate commerce pro- 
visions? Does the inequitable and un- 
fair distribution of voting power 
among the security holders of a cor- 
poration become a problem of minor 
importance, if it conflicts with the in- 
terests of the consumers for a more 
economic operation of the enterprise? 
Admittedly, any attempt to correct 
local situations by Federal action 
would encounter equally serious ques- 
tions of constitutional law and states’ 
rights. 
These provisions of the act might, 
therefore, be subject to some critical 
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scrutiny. But credit must be given to 
the efforts of the commission to find 
the best possible solution for an equi- 
table distribution of voting rights 
among the different classes of securi- 
ties of a corporation which remains 
subject to its jurisdiction. 

The general policy of the commis- 
sion in administering the provisions of 
the law on the question of voting 
power, at present, seems to be some- 
what along the following lines: 


A MERE reallocation of voting 
e rights — a shifting of voting 
rights from the common stock to the 
senior securities—without reorganiza- 
tion of the corporation is not feasible. 
It would only create securities having 
no voting right in addition to lack of 
equity, and must not be permitted. The 
only adequate way to redistribute vot- 
ing power is to confer it upon the hold- 
ers of new securities—securities of an 
enterprise recapitalized on a sound fi- 
nancial basis. 


? ONCE a reorganization is found 
e necessary to remedy an inequita- 
ble distribution of voting power, a 
comprehensive plan is required. Con- 
siderations which originate outside the 
corporation directly involved must be 
weighed, Legal and factual complica- 
tions must be considered. The plan 
might be judged by its desirability for 
and the needs of the system as a whole, 
or by its adaptability to some complex 
situation in the system. One complica- 
tion might be the need of putting the 
portfolio securities of the parent com- 
pany in a distributable condition. This 
can sometimes be done by increasing 
the equity of the company to be reor- 
ganized through additional invest- 
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ments or through capital contribu- 
tions. 


WHERE noncontractual claims 
e and equities which might exist 
among the respective security holders 
(arising from the organization or the 
history of the company), including 
those involving pending litigation, are 
found to exist, the commission as a re- 
organization tribunal will attempt to 
adjust the participation of the respec- 
tive claimants on an equitable basis. 
Even where the parties in question 
have compromised on such claims, the 
commission feels that it is under duty 
to examine the fairness of the claim, 
and to determine whether it is within 
the permissible limits of bargaining. 


4 PERSONS who own a reasonably 
e large equity in the company 
should have the voting power. How- 
ever, it is unsound from the view of 
managerial policy to have voting con- 
trol vested in senior securities, since 
they have a limited dividend claim only, 
and their holdings usually are subject 
to redemption. Furthermore, junior 
securities would be powerless to pro- 
tect themselves. On the other hand, the 
debt of the corporation has to be suffi- 
ciently protected, so that the creditors 
do not bear the speculative risk of the 
enterprise. 


S VoTING power, therefore, has to 
e be concentrated in a common stock 
of a corporation having a substantial 
investment in a sound enterprise. Vot- 
ing power should be attached to a se- 
curity which represents a real equity 
in the company, and should be distrib- 
uted to the present security holders in 
proportion to their present and ex- 


OCT. 25, 1945 





PUBLIC UTILITIES FORTNIGHTLY 


pected future participation in assets 
and earnings of the company. The net 
effect is that senior securities, if they 
have at present most of the equity in 
the company, are entitled to control. 


VoTING power has to be distrib- 

e uted by classes of securities, dis- 

regarding the fact that the holding 

company which has, at present, con- 

trol in a corporation may remain in 

control after the redistribution of the 
voting rights. 


S° much for general policy. How 

does the commission put such pol- 
icy in effect? The usual methods for 
rectifying an unfair or inequitable dis- 
tribution of voting power are: 


1. In the case of a holding com- 
pany, through redistribution on a one- 
stock basis. 

2. In the case of a subholding com- 
pany, by dissolution, especially if the 
continued existence contravenes some 
other provisions of the act. 

3. In the case of an operating com- 
pany, the aim might be achieved by 
changing the capital structure and re- 
ducing the high amount of senior se- 
curities (a portion of the existing 
senior securities of a company is 
changed into common stock) ; or by a 
recapitalization with a single class of 
new stock (the old common stock is 
canceled, in whole or in part, and the 
preferred stock, plus eventual arrears 
on it, is reclassified into common 
stock) ; by substantially increasing the 
investment (the investment might be 
in cash, in securities of the same com- 
pany, or in the securities of an adja- 
cent enterprise) in such a way as to 
automatically enlarge the equity of the 
parent company in the corporation to 
be reorganized. 


In addition to these more or less 
standard practices the commission tries 
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to achieve the following general ob- 
jectives : 

It is necessary to insure that appro- 
priate provisions are made so that the 
advantages of control of the proxy 
machinery do not enable an unrepre- 
sentative board of directors to retain 
its control. 

Cumulative voting should be per- 
mitted at the election of the initial 
board and in all future elections, so 
that it remains representative. 


HE commission generally favors 
election machinery instituted and 
operated so as to make sure that se- 
curity holders are given, at the initial 
election, an effective opportunity to ex- 
ercise their newly acquired voting 
rights. This should consist of two pro- 
tective devices: (1) as to nomination, 
(2) as to election. 
The eventual preferred stock has to 
receive certain voting rights too. The 
commission usually requires 


That preferred stock shall have the 
right to elect a majority of the board 
of directors in the event of accumula- 
tion of arrearages equal to one year’s 
dividend, which right shall continue 
until all arrears have been paid. 

That consent of two-thirds of the 
preferred stock be necessary to create 
a new class of stock having a claim on 
assets or dividends prior to, or on a 
parity with, such preferred stock, or 
to change the terms and conditions of 
the preferred stock in any manner 
substantially prejudicial to the holders 
thereof. 

That a majority vote of the pre- 
ferred stock be required for an in- 
crease of the total authorized amount, 
in some instances ; also for issuance of 
unsecured indebtedness, in case of 
merger and consolidation, and the issu- 
ance of additional preferred stock un- 
less certain conditions are met. 
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ob- It is much too early to pass definite exercised to rehabilitate the public util- 
judgment as to the lessons learned for ity industry. 

pro- general corporation law and corpora- It is undisputable, however, that for 

t the tion finance from the redistribution of a number of corporations the provision 

roxy voting power in the public utility in- of the law had a beneficial effect by 

pre- dustry. Valuable factual knowledge substituting sound structures which 


tain 


per- 
itial 


has been obtained by the commission. 
But already it is debatable whether by 
approaching and using the problem of 
equitable distribution of voting right 
and voting power in quasi public cor- 


fairly allotted voting rights for top- 
heavy structures. This was especially 
true where senior security holders, 
who supplied almost all the capital, had 
no opportunity to nominate the direc- 


porations an appropriate means was __ tors of the corporation. 





“Completed Home” Plan Promoted 


ONSOLIDATED Epison Company recently announced a post- 
war program to make a predicted 90,000 new one- and 
two-family houses in New York city and Westchester “com- 
pleted homes’—that is, buildings initially equipped with the 
essential operating equipment, the whole sold as a living unit. 
During the first two months of the summer representatives 
of the company explained the social and economic advantages 
of well-built, completely equipped homes ready to move into, at 
meetings of executives of commercial banks, savings banks, 
savings and loan associations, architects, and builders. 

Defining the “completed home,” L. A. Scofield, general sales 
manager of the company, said it must be well built, good look- 
ing, well planned, and convenient to care for, be easy to operate 
and economical to maintain, and be financed by the lending 
institutions as one transaction, including all essential equip- 
ment. 

“Our primary concern, obviously, is to sell more service,” 
said Mr. Scofield. “We think that the utility companies should 
be looked upon as leaders in the better living of peacetime 
America. We know that a wonderful opportunity now exists 
to present ideas with respect to adequacy of space and facilities 
which in the past have prevented full utilization of the services 
of which we are so proud.” 








Walkie-talkie “Iakes Over 


Short-wave radio unties Los Angeles streetcar block- 

ades because the real bottleneck was communication. 

Radio plays Tinker-to-Evers-to-Chance. If rails dis- 
appear it will be just as good for coach traffic. 


By JAMES H. COLLINS 


F ever a city was government 
I planned it was Los Angeles when, 
in September, 1781, eleven hand- 
picked families, led by picked Felipe de 


Neve, obedient to the King of Spain, 
laid out a plaza, assigned town lots and 
farms, provided for goods and tools to 
get started the next three years, and 
took a name for the town out of the 
saints’ calendar. 

The town of Our Lady, the Queen 
of the Angels! 

Felipe de Neve did not know any- 
thing about streetcars so he did not 
provide for them. 

Nature appears to have had some 
inkling of what was to come because 
she designed the Los Angeles basin so 
that Man could lay the rails and oper- 
ate the cars without handicaps inherent 
in other towns. 

For example, no rivers were thrown 
around the area, as in New York. Nor 
did Felipe de Neve throw a loop around 
his town, as in Chicago. 

But the new town got its future busi- 
ness district in a jail just as tight, and 
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for rush-hour purposes is still in jail. 

What operated here was the old reli- 
able rule of the cow path. 

For their townsite the settlers chose 
a corner of the basin right smack up 
against hills on the north and west, and 
with the upside-down Los Angeles 
river on the east. (Southern California 
rivers run underground most of the 
year. ) 

Around the indispensable plaza they 
built their houses and their church, and 
on certain nights in the week the boys 
walked one way and the girls another, 
sizing each other up. 

The only road out of town was to 
the south, and there the cow path be- 
gan. At first, it was a horse trail, but 
presently hides and tallow went 20 
miles down to San Pedro, on creaking 
oxcarts, to the Yankee ships that came 
for them, and were carried through the 
surf on the heads of sailors like Rich- 
ard Henry Dana. 

To the south the town grew in new 
farms and gardens, and, when the 
Yankees took possession, in orange 
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groves. On fiesta days the gay caballero 
rode in to the doings. 


I" took the Yankees to hit upon the 
idea of horsecars, but the only place 
they could go was south, and not very 
far, because they soon came to open 
country and no more passengers. Not 
until the cars were electrified did they 
climb the hills, and later go through 
tunnels, to glamorous Hollywood. 
Even before that, the boys and girls 
had stopped walking around the plaza. 
The town spread south, and the old site 
was left behind, becoming a blighted 


area. 

As the town spread over its 450 
square miles, the streetcar lines spread, 
yellow narrow-gauge cars to the south, 
southeast, east, and north, red stand- 
ard-gauge cars west and northwest, to 
Hollywood and the ocean, also to the 


northeast, and Pasadena. 

But no matter how far they roamed, 
most of them came back to the old cow- 
path town and passed through a half- 
dozen streets of standard cow-path 
width—which is not to exceed one- 
third as wide as they ought to be. 

Main, Spring, Broadway, and Hill 
streets north and south, Fifth and 
Seventh east and west, are so crowded 
during rush hours that the yellow cars 
have to be run through them practical- 
ly on an assembly belt. They have a 
headway figured down close to a min- 
ute and, if anything happens, there is 
an immediate blockade. 

The red cars of the Pacific Electric 
Railway Company mostly come to the 
edges of this old cow-path district and 
have two terminals. But the yellow 
cars of the Los Angeles Transit Lines 
have to work their way through what 
amounts to operational barbed wire, 
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and, for years, management has been 

devising schemes to cut the wire by 

speeding up communication. 
Communication is the bottleneck. 


I a fire broke out at Fifth and Main 
or a truck broke down on the 
tracks at Seventh and Broadway when 
cars are spaced a minute apart, in the 
three minutes that it took for a con- 
ductor to get to a telephone, twenty to 
thirty cars would pile up, with a hun- 
dred more traveling toward the block- 
ade. 

The company had installed its own 
telephone system, with stations at all 
important crossovers. The conductor 
called the dispatcher, gave his idea of 
how long it would take to clear the ob- 
struction, and the dispatcher took 
steps. 

First step, generally, to order an 
emergency truck to the scene—quickly 
done by telephone. The truck went 
clanging away, made a run of twenty 
blocks, and arrived to find that the line 
had been cleared ! 

After the conductor went to tele- 
phone, the motorman and a willing 
crew of spectators rocked the blockad- 
ing truck off the tracks and traffic was 
resumed. The emergency truck went 
back twenty blocks and reported “in” 
by telephone, ready to be sent wherever 
the dispatcher ordered. 

Second step for the dispatcher was 
to wait until a traveling supervisor re- 
ported by telephone. These supervisors 
are constantly cruising during the rush 
hours, would call in as often as possi- 
ble, and the first man to call was told 
where the blockade had occurred and 
sent to some point where cars could be 
diverted through other cow-path 
streets to relieve the stoppage. 
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Use of Radio Communication in Bus Stoppages 


“ee have their characteristic stoppages, and radio communica- 

tion helps get them started again, and keep traffic moving in rush 

hours. They are stalled by mechanical, tire, battery, gasoline, oil, and 

other failures, and subject to ‘incidents’ that call for police assistance, 

such as drunken passengers, quarrels—the car radio can communicate 
with police by radio and bring help where needed.” 





On the average, this telephone sys- 
tem of déaling with traffic troubles 
took from ten minutes up to half an 
hour to effect clearances, and most of 
the time was lost in communication. If 
the traveling supervisors could be noti- 
fied within three minutes, and emer- 
gency trucks controlled as closely, the 
time could be cut. 


| ab before the war, with its acute 
traffic congestion, yellow car man- 
agement had thought of a radio com- 
munication system like that adopted by 
police departments in the early 1930’s. 
One thing and another led to postpone- 
ment until war traffic made it absolute- 
ly necessary to do something. The rush 
hours stretched out all day long. Short- 
age of man power kept cars in the barn. 
War weariness affected equipment as 
well as people, and mechanical failures 
caused trouble. 

Last year, after a trip East to study 
radio systems and the designing of a 
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system for the Los Angeles yellow 
cars, priorities were granted for limited 
equipment of the walkie-talkie type. In 
May, this year, after some unforeseen 
technical complications, a General 
Electric system was cut in and immedi- 
ately began to do what was hoped it 
would do. 

Today, if a truck breaks down on 
the tracks at Seventh and Broadway, 
the dispatchers in the company build- 
ing, at Eleventh and Broadway, can 
look north and see it out the window. 

By telephone they could have done 
that and still waited several minutes to 
find out what was wrong, what was 
needed. 

Now the chances are that a cruising 
supervisor may notify them before the 
conductor goes to a telephone; they 
learn what is needed; and, by walkie- 
talkie, direct an emergency truck to the 
spot, and cruising supervisors to di- 
version points south and east to route 
cars around the blockade. 
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If the obstruction is cleared up un- 
expectedly by a spectators’ ““Yo-Heave- 
Ho!” the emergency truck can be 
turned back in the third block and su- 
pervisors at diversion points told to let 
traffic proceed normally. 

In the fewest possible words, and 
almost with the speed of an echo, two 
dozen supervisors and emergency truck 
crews are kept posted as to what goes 
on all over the system in terms of 
trouble—they hear only the bad news! 


pe* radio communication is in code, 
not for secrecy, but to save talk 
and time. “10-1” announces that a 
traveling supervisor has started out 
and is in service, and “10-22” to “10- 
6” cover testing to see that he is get- 
ting good reception and being heard 
by the dispatchers. Other code num- 
bers cover thirty or more types of traf- 
fic interruption from an auto on the 
track or a car or coach breakdown, to 
fires, fights, sick passengers, and so on. 

Within a week after radio went into 
service a woman passenger was taken 
sick on a streetcar. By the old private 
telephone system, the conductor would 
have stopped the car, gone to a tele- 
phone, perhaps waited or met an am- 
bulance. By radio, a traveling super- 
visor happened along, reported to the 
dispatcher, learned the name of the 
woman’s employer, who was notified, 
and the car proceeded, the employer 
meeting it and taking charge. 

The company’s station is known as 
KITF, and operates on the walkie- 
talkie principle. The FM transmission 
ison a very low wave length, with each 
traveling car and truck being a fixed 
station not tuneable to other wave 
lengths. But all vehicles can talk with 
each other. 
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Walkie-talkie radio operates like 
light. If a strong searchlight were 
mounted on top of the company build- 
ing where the 85-foot antenna stands, 
it could spot most locations on the car 
system within 30 miles. Where they 
go behind hills communication is cut 
off. For practical purposes everything 
is within range. A higher antenna 
would extend the range. It might be 
about 150 miles from a station atop 
Mount Wilson, 25 miles northeast, 
with 5,600 feet altitude. 


ost of the installation, 22 two-way 
30-watt carrier power units on 
that many supervisors’ cars, and emer- 
gency and line trucks, totaled around 
$500 per vehicle, including the cost of 
the central station with its 85-foot an- 
tenna. Communication is on the 31.46 
megacycle channel. 

At this figure, with materials avail- 
able, the cost of radio equipping all 
cars and busses would not be prohibi- 
tive. The sets are small and not in the 
way. Maintenance costs are low, chief- 
ly tube replacements and small elec- 
trical adjustments made by present em- 
ployees. If such a universal system was 
found desirable in operations the cost 
would be nominal. 

Nearly fifty dispatchers, super- 
visors, emergency truck drivers, 
cruiser car operators, and company 
officials had to take a Federal Com- 
munications Commission “exam,” and 
get their third-class radio operators’ 
licenses. , 

That really made a hubbub! 

FCC regulations require that an op- 
erator in this category have a reason- 
ably complete knowledge of the Com- 
munications Act; be able to keep a 
standard log on all communications 
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handled; observe secrecy about mes- 
sages; understand the prohibitions 
against forbidden signals and false 
messages— 

Confronted with two dozen ques- 
tions, the candidate was required to 
give ten correct answers. Everybody 
made it, but the detail that causes most 
apprehension was not put in the form 
of a question. It was the FCC ban on 
swearing over radio channels. 


Wi" the former telephone system, 
when events pressed, the air all 
around would often turn blue. But with 
radio, the atmosphere is fit for little 
boys. 

The use of code numbers is a 
great help in keeping it so, but the 
elimination of profanity seems some- 
how to come naturally with a new and 
more modern system of dispatching. 

When the system was ready for test- 
ing last spring, interference developed 
with several other limited communica- 
tions systems on the same wave length, 
but thought to be outside the Los An- 
geles area. One was the Torrance police 
system, another the Los Angeles Light 
& Power Company’s system, and a 
third was as far away as San Diego, 
also a light and power system, used 
mainly in trouble shooting. The prob- 
lem was settled by staggering opera- 
tions for each system so that there is 
no interference—on this basis, there 
might be room for a dozen walkie- 
talkie systems. 

Los Angeles Transit Lines has long- 


range plans for replacing streetcars 
with motorbuses. Subject to city and 
state approval, the yellow cars may 
vanish from all but three or four lines, 

When that happens, certain kinds of 
traffic stoppage will disappear. Fire 
hose across streetcar tracks will not 
hold up busses, nor oil on rails, break- 
downs of other people’s equipment, and 
the like. 


Bima will be no such Tinker-to- 
Evers-to-Chance plays as the one 
that came shortly after the cut-in, when 
one emergency truck, after clearing up 
a minor stoppage in the downtown dis- 
trict, was ordered to a second small 
trouble spot after it had started home, 
and from that to a third—all cleared in 
less time than would have been possible 
under the old telephone system when 
the truck would have been unreachable 
until it reported in. 

Busses have their characteristic stop- 
pages, and radio communication helps 
get them started again, and keep traffic 
moving in rush hours. They are stalled 
by mechanical, tire, battery, gasoline, 
oil, and other failures, and subject to 
“incidents” that call for police assist- 
ance, such as drunken passengers, quar- 
rels—the car radio can communicate 
with police by radio and bring help 
where needed. 

So, the walkie-talkie will be just as 
valuable in time saving, even if rails 
disappear altogether. Rush hours and 
the things that tie up traffic will oper- 
ate just the same! 





' 


@ Aumcs needs all of its productive capacity for peace, which, in many 
ways, will be a more severe test of national purpose than was the war.” 
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—ELxtis ARNALL, 
Governor of Georgia. 
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Buzz Planes with Pay Loads 


The author considers the prospect of future travel 
in the uncharted stratosphere at unheard-of speeds. 


By ROBERT M. HYATT 


ow would you like to travel, in 
H luxury and perfect safety, from 
New York to London in the 
space of time it takes you to read a 
magazine short story? Would break- 
fast in San Francisco, lunch in Hono- 
lulu, and dinner in Hong Kong satisfy 
your craving for a varied vacation 
itinerary? What about a postwar trip 
to the moon? Does a flying speed of 
10,000 miles an hour intrigue you? 

If such elaborate and Aladdin-like 
travel sounds too fantastic for your 
modest, earth-bound dreams, don’t 
scoff at the probabilities of these very 
logical predictions. Because they are 
predictions. 

The prospect of travel in the un- 
charted stratosphere at unheard-of 
speeds, in the very near future, appears 
to be an actuality much nearer than 
anyone unfamiliar with the mode of 
travel under discussion realizes. We 
are speaking of rocket travel. 

There seems to be no doubt now in 
the minds of experts that a time is 
tapidly approaching when the pas- 
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senger rocket plane will soar upward 
through the earth’s air coverlet, streak 
at prodigious speed through vacuum 
space perhaps hundreds of miles above 
the oceans, and, diving down, gently 
land its cash commuters, mail, and 
freight in any city in the world. 

Looking into the future of jet-pro- 
pelled airplanes, Hall L. Hibbard, chief 
engineer of the Lockheed Aircraft Cor- 
poration, recently told of plans for a 
1,000-mile-an-hour transport plane and 
stratosphere rocket ships with no speed 
limit. 

In fact, he said, the Germans had so 
well perfected jet propulsion that had 
the European war continued a few 
months longer the Nazis could have 
hurled their converted V-2 rocket bomb 
at the Allies at a speed of 4,000 miles 
an hour! 


inane jet-propelled aircraft 
and rockets as the logical motive 
power for all future planes—from the 
factors of economy of construction and 
operation, speed, and safety—he said 
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they should be perfected in “eight to 
ten years.” 

He continued : ““With the perfection 
of rocket motors in a very few years, 
we will be able to fly above the earth’s 
atmosphere and attain 10,000—yes, 
100,000—miles an hour. I know of 
nothing now that will prevent our do- 
ing so if we choose. 

“The people of England can tell you 
that the V-2 was a very real threat in 
this war,” he went on. “Had the war 
continued, our own East coast cities 
would have been subjected to attack by 
even larger rocket bombs. 

“The German V-2 reached a speed 
of 2,500 miles an hour and an altitude 
of more than 60 miles . . . and using 
hydrogen instead of alcohol (for com- 
bustion) the V-2 rocket could travel 
250 miles above the earth at a speed of 
4,000 miles an hour.” 

There are several technical points 
which must be settled before the pub- 
lic is flying in rocket ships. The basic 
principles of rocket propulsion outside 
the earth’s atmosphere are known and 
are being applied successfully. Take the 
German Messerschmitt 163-B rocket 
plane, which, if it had the range con- 
trol system and suitable inside air pres- 
sure for pilot, could fly outside the 
earth’s atmosphere. When satisfactory 
fuels are found, pressurization prob- 
lems studied, metallurgical difficulties 
overcome, heat problems resulting from 
air resistance in rapid ascent and de- 
scent through atmosphere solved, then 
rocket planes can fly away from the 
earth. 


gue traveling within the earth’s 
atmosphere will be unable to fly 
faster than about 1,500 miles an hour 
—which means that if we never strayed 
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from the gravitational belt we could 
still fly from New York to Los Angeles 
in less than two hours! 

At 1,500 miles an hour a tempera- 
ture rise of some 400 degrees would he 
experienced. To avoid that, future 
planes will go very much higher with 
rocket propulsion engines, where there 
is no air to create drag or cause exces- 
sive heat. 

Outside the earth’s atmosphere there 
is no drag and theoretically there is no 
limit to the speeds we may attain.. Thus 
flying to the moon is not outside the 
realm of probability. There is no rocket 
plane in existence today capable of an 
interplanetary jaunt of such magni- 
tude; but, again borrowing from the 
eminent Hall Hibbard: “We know the 
basic principles of rocket propulsion 
that will take us outside the atmos- 
phere. There are no problems of aero- 
dynamic design not capable of solution. 
These problems will be solved in the 
future; how soon no one knows.” 

What type of plane would be used 
for such terrific speeds? According to 
several experts, they would be some- 
what comparable to existing aircraft, 
although rocket in form, torpedo 
shaped; perhaps 60 to 100 feet long; 
weighing about 20 tons. Construction 
might be magnesium, for lightness. In- 
teriors would be the last word in com- 
fort. There would be no suffering from 
the intense cold of the stratosphere, 
where temperatures of even 100 below 
zero are known to prevail. Hermetical- 
ly sealed, insulated, and air-conditioned 
cabins would solve that. 


HERE will be no propellers on to- 
morrow’s rocket ship. Rocket 
planes do not require them; they de- 
pend on jet propulsion. This may be 
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Freight and Passenger Rates 


6¢ or the cost of a jet propulsion engine, or rocket motor, is several 

times less than that of a conventional internal combustion engine, 
and since a rocket plane would be a simple matter of a pointed hull 
fitted with stubby wings, the cost of flying passengers, mail, and freight 
would be many times less than by ordinary airplanes. With a round-the- 
world trip only a matter of a few hours, vegetables and other perishable 
goods could be shipped anywhere without refrigeration, and still be 

fresh upon landing.” 





p good place to explain (to most peo- 
le) the rather vague and mysterious 
orkings of jet propulsion, or rocket 


Jet power, or the power of accelera- 
ion from a blast of gases, comes under 
the general head of the Third Law of 
Motion. This law provides that every 
action is accomplished by an equal but 
opposite reaction. It is the same law 
which operates when a frog, sitting on 
2 floating chunk of wood, springs away 
from it; as the frog jumps (goes for- 
ward), the chunk of wood moves back- 
ward. 

That’s like jet or rocket power. A 
more technical description is furnished 
by Lockheed engineers—those me- 
chanical wizards who dreamed up and 
built the jet-propelled P-80 “Shooting 
Star,” the fastest fighting ship in the 
world and America’s answer to the 


567 


enemy’s futile stab for air supremacy. 

The most common misconception 
concerning jet propulsion is the idea 
that forward thrust is obtained by the 
rush of hot gases from the jet pushing 
against a cushion of air. This is not 
true. If it were, then jet planes would 
be no good in the stratosphere, where 
there is no air. And up there in the air- 
less void, they are a wow! 


HESE experts furnish this compre- 

hensive picture of how jet works: 
Let us assume that we have a metal 
sphere filled with common illuminating 
gas. By means of a spark plug we ignite 
the gas. The result is an explosion with 
tremendous pressure exerted equally 
against all points of the inner sphere. 
But because the pressure is equal at all 
points on the sphere, the latter will not 
move as a result of the explosion. The 
OCT. 25, 1945 





PUBLIC UTILITIES FORTNIGHTLY 


pressure on one side of the sphere is 
canceled out by opposite pressure on 
the other side. 

Now let’s make a hole in the sphere 
and repeat the performance. There will 
be pressure at all points on the sphere’s 
interior surface except at the hole, 
where the gases will have nothing to 
press on and will escape. Thus you have 
all the forces created canceled, as be- 
fore, except those acting on the surface 
of the sphere directly opposite the hole 
area. Here there is positive pressure on 
one side of the sphere where there is no 
opening. On the other side, where the 
gases are able to escape, the pressure is 
zero. The result is obvious : The sphere 
will move in the direction of the posi- 
tive pressure—away from the opening. 

You see, this is simply a matter of 
internal pressures in the sphere. Noth- 
ing outside of the sphere has any bear- 
ing on what happens to the sphere. It 
works as well in a vacuum (strato- 
sphere) as in the earth’s atmosphere. 
This is the principle of jet propulsion 
or rocket power. 


JET engine, such as that used in 
the P-80, is extremely simple. 
Streamlined ducts in the leading edge 
of the wings lead air to the engine 
where a high-speed fan draws the air 
into the engine under high compres- 
sion. From the compressor the air 
passes into a combustion chamber, 
where it is mixed with fuel injected at 
great pressure. A continuous explosion 
occurs in this chamber, heating the 
gases to a very high temperature and 
causing them to expand violently. 
Now we have a condition similar to 
that created in the sphere with the 
opening on one side. The exploded 
mixture under great pressure can only 


OCT. 25, 1945 


move in one direction, toward the bad 
of the plane. Thus we have zero pre; 
sure towards the rear, equal pressure 
canceled out on the sides, and a posi 
tive forward pressure at the front 9 
the combustion chamber. In jet engine 
we speak of thrust rather than hors 
power and the power of the engine js 
expressed in pounds of thrust. 

The question arises, what will hap 
pen to passengers subjected to the tre 
mendous take-off speeds with which 
rockets leave their bases? The answe 
is, rocket planes will take off at mod 
erate speeds, attaining their enormous 
speeds gradually. Speed alone appar- 
ently does not harm us but acceleration, 
or change of speed, is of grave concern. 


o the rocket plane passenger of the 
future need have no fears. His 
plane will rise at no greater speed than 
a conventional air liner. It will climb 
steadily through the atmosphere, using 
at first air-jet propulsion. 

As the ship begins to leave the heavy 
air, the air-jet system will be cut of. 
A liquid oxygen jet system will then 
go into action. Now, far up in space, 
the speed indicator needle will begina 
hair-raising gyration about the dial— 
1,000, 3,000, 5,000 or more mile 
an hour. But the acceleration has been 
gradual; no one notices it. Always are- 
ing upward, until as much as 100 of 
even 250 miles above the earth is at- 
tained, the rocket plane will then be 
gin leveling off and gradually pointing 
downward at an angle for its destina 
tion—across the world. 

There will be no sound inside the big 
ship, because up there in the cosmit 
void there is no air to create the loud 
whoosh as it leaps against the ship's 
sides. The trip, requiring perhaps but 
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few minutes, will be accomplished in 
ptal silence, except for the take-off and 
nding, when the air-jet system is 
ygain cut in and the wings bite into the 
“slid” air of the lower elevations. 


‘eee is little question that before 
the first epic voyage of a passen- 
gr rocket plane, there will be many 
rocket ships hurtling through the skies 
delivering mail and light freight. Their 
construction would be quite different 
and less complicated. Since their 
launching speed would not be restricted 
by the frailties of human mechanisms, 
they would take off at great speed, and 
accelerate rapidly without any harm to 
the cargo. Mail and freight would reach 
their destination long before a pas- 
senger plane launched at the same time. 

The inert cargo ship would differ in 
other respects, too. It would require no 
pilot or crew; it would be controlled 
completely by radio from the ground. 
It might, possibly, take off on a radio 
beam and land at its destination on an- 
other beam. 

Since the cost of a jet propulsion en- 
gine, or rocket motor, is several times 
less than that of a conventional internal 
combustion engine, and since a rocket 
plane would be a simple matter of a 
pointed hull fitted with stubby wings, 
the cost of flying passengers, mail, and 
freight would be many times less than 
by ordinary airplanes. With a round- 


the-world trip only a matter of a few 
hours, vegetables and other perishable 
goods could be shipped anywhere with- 
out refrigeration, and still be fresh 
upon landing. Passengers would hardly 
have a chance to become travel-weary ; 
they’d never be in the air long enough, 
though their destination be the farthest 
corner of the universe. 


No while aeronautical authorities 
know a great many things, there 
is one thing they know only a little 
about: What goes on in the higher 
stratosphere. They need to know much 
more, and they expect to learn, and plan 
their future craft accordingly, through 
the findings of the meteorological 
rocket. 

Such a rocket is quite likely to come 
into use long before the mail-freight 
plane, rocket powered. It will be in- 
tended for a vertical flight of only ten 
or twenty seconds, and in that little 
time, it must reach a point directly 
above the launching platform, pick up 
the information of the higher altitudes, 
and transmit it via radio to the ground 
during a controlled descent. 

There are twometeorological balloons 
now in use. One is known as the audio- 
frequency type; the other is the chrono- 
metric type. Both carry meteorological 
instruments mounted in a small box 
carried aloft by a balloon to an average 
of 60,000 feet. They work like this: 


e 


that a time is rapidly approaching when the passenger rocket 


q “THERE seems to be no doubt now in the minds of experts 


plane will soar upward through the earth’s air coverlet, 


streak at prodigious speed through vacuum space perhaps 
hundreds of miles above the oceans, and, diving down, gently 
land its cash commuters, mail, and freight in any city in the 
world.” 
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A tiny parachute is attached to the 
line between the balloon and the instru- 
ments, and after the balloon bursts (as 
it does), the chute brings the equip- 
ment back to earth. 

Both balloon types have the disad- 
vantage of drifting great distances be- 
cause of shifting winds. Records must 
be corrected for this drift allowance. 
The meteorological rocket would have 
no such disadvantage. Wind drift 
would be corrected automatically by 
radio control from the ground even 
during the high-speed ascent. 


2 fgpescsmnse ss experimentation by 
several nations during and before 
the war has resulted in the data science 
needed to visualize tomorrow’s pay- 
load-carrying buzz bombs. What are 
the limitations of rockets? That is im- 
possible to answer. G. Edward Pend- 


ray, a founder of the American Rocket 
Society, says that if the present start. 
ing speed of rockets could be doubled, 
a trip to the moon would not be im. 
possible. Recently an event occurred 
that leads one to believe we are on the 
verge of great things. Almost simul- 
taneously the United States Rocket So. 
ciety and the British Interplanetary So- 
ciety indicated that each hoped to spon- 
sor the first successful lunar expedi- 
tion. The U.S. group went even far- 
ther. R. L. Farnsworth, its preseident, 
queried the Interior Department on the 
proper steps toward filing land claims 
on the moon! 

Thus, such strides as the queenly 
“Shooting Star” may not only be the 
last word in death and destruction but 
the pioneer which will help lead men 
across the vast empty leagues of space 
in quest of new lands to conquer. 
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The Low-down from Hickory Grove 


¢¢ Vy yust been reading about Tupelo. Tupelo, if you think 

it is a new brand of cigarettes or maybe a breakfast 
food, you are all wet. Tupelo is a town. It is down in the old 
Magnolia state. Tupelo was to bloom and blossom like a green 
bay tree—that was the story. That is what they thought back 
there around ten years ago, when it was the first town to get 
hitched up to the wires coming over from TV A. 

“Tupelo was to get new industries. It was to get social up- 
lift, by wire. Now, after ten years, the record shows the indus- 
tries gained are zero and, on the vice versa side, there was one 
industry lost. And as to social uplift, it was an insult to say 
they needed same. Tupelo and its folks were already 100 per 
cent American and okay in the first place. 

“I am on this Tennessee Authority business on account of 
talk about ten or fifteen more bigger and better authorities all 
over—coast to coast. And another thing I read, it said that the 
biggest Tennessee flood in history covered 550,000 acres. But fy 
TVA, it has flooded over 700,000 acres, permanent. 

“This talk about more authorities has a sorta fishy sound— 14) 
when you see what didn’t happen to Tupelo, or did happen.” turn,’ 

—Jo SERRA, Pan 
Industrial News Review. | 
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More on Precision in Utility 
Regulation 


[== assumed that my ideas for the trans- 

formation of public utility regulation into 
an administrable system, as presented in my 
recent PUF articles, were clear and precise. 
But the recent comments and criticisms (chief- 
ly implicit) by Commissioner Clyde O. Fisher! 
and Ernest R. Abrams® show that clarification 
and emphasis are needed for proper consider- 
ation of my proposals. 

To make the criticisms clear I shall epito- 
mize my views, especially in regard to rate base 
and rate of return. In general, my objection 
to the past and existing regulation has been 
its indefiniteness as to rights and facts in- 
volved, and its consequent rtonadministrability. 
Under my proposal it would be converted into 
a definite cost system that would be systemati- 
cally administered. Every factor that enters 
into the fixing of rates would be shown as 
an exact figure by the accounts and records of 
acompany. The rights of consumers and in- 
vestors would be equally protected through 
rate control predicated on the definite and un- 
disputed showing of facts as kept under con- 
tinuous commission supervision. 

While the old indefinitenesses have pervaded 
practically all phases of rate regulation, they 
have pertained chiefly to the rate base and 
rate of return. To transform these categories 
toa state of administrability, I have proposed 
the establishment of (a) an exact accounting 
rate base, under the designation of prudent in- 
vestment, and (b) rates of return equal to the 
actual or reasonably adjusted cost of capital 
as incurred in the build-up of the utility prop- 
erties. These shifts are now attainable so far 
as the basic law of the land is concerned, if 
only the regulatory bodies realize the public 
interest that is involved and take appropriate 
action, supporting by proper legislation. 


TS new rate base would consist of the 
original cost of the utility plant devoted 


1“Another Look at the Utility Rate of Re- 
turn,” by Clyde Olin Fisher. Pustic Utimities 
ForTNIGHTLY, July 19, 1945. 
.*“The Cost of Capital to Top-flight Utili- 
ties,” by Ernest R. Abrams. Pustic Utiziries 
FortNIGHTLY, August 16, 1945. 
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to the public service, less depreciation, plus 
working capital. For each company the facts 
would be initially ascertained (with such ad- 
justments as may be reasonably made), and 
then the accounts would be rewritten accord- 
ing to the official findings. Subsequently, all 
plant additions, retirements, and further de- 
velopment of depreciation would be entered 
in the accounts and records on the basis of 
cost. The amount of the rate base would be 
shown at any time by the accounts of the com- 
pany. It would enter accordingly into the 
rate-making calculation without the special in- 
quiry hearings and conflicts of interest that, in 
the past, have largely confounded the processes 
of rate regulation. 

Regarding the rate of return, this would be 
predicated initially on the actual and reason- 
able cost of money as officially determined upon 
survey of the facts relating to past security 
issues and other sources of plant investment. 
In the initial adjustment, the rate base as found 
would normally be covered by three classes of 
securities: bonds, preferred stock, and com- 
mon stock. For the bonds, the actual cost of 
money would usually be shown by the net in- 
terest rate paid by the company on bonds out- 
standing, as fixed by arm’s-length contracts. 
Likewise, for the preferred stock, the dividend 
rate is a contractual percentage and ordinar- 
ily can be continued in the new regulatory sys- 
tem, but some adjustments would be found 
necessary. However, as to the common stock 
equity in the rate base, there is practically 
never a record of the actual cost of money 
and, therefore, official determination would 
have to be made, resting upon all-around con- 
sideration of the facts involved, especially the 
future safeguarding of the return through ex- 
act rate-making administration. 

Following these initial determinations, the 
rates of return on subsequent capital addi- 
tions would be automatically fixed on the in- 
vestment market as new bonds, preferred 
stock, or common stock are issued. Each class 
of securities would have definite provisions for 
returns to be obtained by the investors, and 
to be thus included in the rate-making pro- 
cedure. All returns would be fully protected 
to the extent that rates can be fixed high 
enough for the purpose. But there would 
left the residual risk that the full returns could 
not be provided, and this would affect the 
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relative percentages initially found and subse- 
quently required for bonds, preferred stock, 
and common stock issues. 


Buc I take up Dr. Fisher’s and Mr. 
Abrams’ criticisms and queries, I must 
emphasize that my presentation related to con- 
ditions under the transformed regulation and 
not to the past indefinite standards and pro- 
cedures. If this distinction is kept in mind, 
the critical comments and inferences largely 
answer themselves. As to general attitude, Dr. 
Fisher did not make very clear whether he 
favored the transformation or whether he pre- 
ferred to jog along with the present uncertain- 
ties. On the whole, he appeared favorably in- 
clined toward definiteness, yet he seemed to 
question the practicability or justification of es- 
tablishing the necessary standards and pro- 
cedure to attain exact and equal protection of 
public and private rights. 

In regard to the rate of return, Dr. Fisher 
evidently misconstrued my proposals relating 
to borrowed and equity capital. He seems to 
think that I would restrict the return on the 
common stock equity in the rate base to the 
rate of interest applicable to the bonds. I must 
have failed to make my position clear. I cer- 
tainly meant to differentiate between the per- 
centages relatively applicable to the bond, pre- 
ferred stock, and common stock part in the 
rate base. For rough illustration I assumed 
that, for a large company with a stable and 
expanding business, the bond investment might 
be 50 per cent with a 3 per cent return; pre- 
ferred stock 25 per cent with 4 per cent; and 
common stock 25 per cent with 5 per cent. 
The percentages would be established for each 
company according to actual costs as fixed by 
arm’s-length contract or through reasonable 
findings and determination by the commission. 
These percentages were taken merely as il- 
lustrative but, in general, they looked reason- 
able for the regulatory transformation. 

Mr. Abrams directly ignored the fact that I 
considered the elements in the rate of return 
from the standpoint of the transformed regu- 
lation. He compared my illustrative percent- 
ages with recent actual yields realized on the 
market prices of three groups of selected se- 
curities : bonds, preferred stocks, and common 
stocks. His showing was thus predicated upon 
the present vague and indefinite regulatory 
standards and procedures, rather than upon 
the definite and systematic regulation under 
my proposal. First, as to bonds, he took 20 
high-standing electric issues and found an 
average yield of 2.94 per cent on their recent 
market values. This average was slightly low- 
er than my 3 per cent illustration. Since these 
bonds represent almost maximum protection to 
investors, they correspond substantially to the 
return requirements that I assumed to be 
necessary under my proposals. On bonds, there- 
fore, Mr. Abrams found no quarrel with me. 
Their protection under existing regulation is, 
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in effect, about equal to the safety obtaing 
under the transformed regulation. 


N regard to preferred stocks, Mr. Abram 

also took 20 issues but to large extent choy 
a different and weaker group of companies thay 
those of the 20 bonds, and so vitiated eve 
such comparisons as otherwise could validly 
be made. For the 20 preferred stocks he found 
an average yield of 5.42 per cent on their mar. 
ket prices as of June 15, 1945, and rather 
“gleed” that this was 35.53 per cent above my 
4 per cent assumption. The large difference 
does not indicate any invalidity in my proposal 
to replace indefiniteness with exactness ; on the 
contrary, it accentuates the importance. In fact, 
on the preferred stock prices, the 5.42 per cent 
yield is the result of the present lack of pro. 
tection that stipulated dividends will actually 
be paid. In his list, however, there are 4 
stocks whose yields are under 4 per cent; here 
a high degree of certainty already exists that 
the stated dividends will be realized. In sharp 
contrast there are 2 with yields of 6.36 per 
cent and 6.38 per cent. I happen to be ac 
quainted with the financial setup of each com- 
pany and I assert categorically that the high 
percentages are due to the imminent probabil. 
ity that the full dividends will not be main- 
tained in the future. Likewise, all the prefer. 
red stocks in the list whose yields range ma- 
terially beyond 4 per cent represent substan- 
tial uncertainty as to whether the specified 
dividends will be supported by future ear- 
ings. The greater the uncertainty, the greater 
the percentage. 

Here is where my proposal differs from the 
present indefiniteness and lack of investment 
protection. Under the transformed regulation 
the preferred stock dividends, as provided for 
in the regulatory structure, would be definite- 
ly included and protected in the rate-making 
process. The risk differential between bonds 
and preferred stock would be reduced toa 
minimum, While under existing indefiniteness 
and uncertainty the spread of averages b- 
tween 2.94 per cent and 5.42 per cent is under 
standable, under the proposed regulation there 
would be no such differences, for the prevalent 
uncertainty of return on preferred stock would 
be virtually eliminated. I feel confident that 4 
per cent on most preferred stocks would be 
adequate, but there would be differences be 
tween individual companies. 

Passing to common stocks, Mr. Abrams 
selected a list of 15 electric companies which 
average 5.88 per cent of earnings to marke 
prices, also 5 gas companies with an averagt 
of 6.71 per cent. Again these averages are the 
result of present rate-making uncertainties and 
so show nothing as to the fair percentage pred 
cated on definiteness and regulatory protectioa 
of earnings. In one instance the yield is 114 
per cent; this reflects extreme uncertainty as t0 
earnings. But there are 5 stocks whose yields 
are less than the 5 per cent that I had assumed 
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or the transformed regulation. These indicate 
hat a5 per cent return on the common stock 
wuity in the initial rate base is liberal where a 
igh degree of certainty is provided in safe- 

arding the earnings: 
Besides the differentials in recent yields ® ag 
r. 


in 1900 and then gradually rose until they 
rached a maximum in 1920; they then declined 
bnd reached a minimum during recent years. 
In the face of these variations, Mr. Abrams 
raises the question as to what will happen if 
money rates again rise materially above the 
present low percentages. 


Hc the transformed system that I have 
urged, the answer is simple. First, in re- 
ard to existing investments, the returns that 
are initially established for each class of equity 
in the rate base would be kept unchanged and 


able refinancing should be available). Second, 
as to new capital additions, the market money 
rates at each juncture would naturally have to 


per cent would prove to be necessary for new 
ital, or 44 per cent on. preferred 
stock and 54 per cent on common stock, or 
more, or whatever might be required at any 
time when capital funds are obtained, the 
payments would be the result of market condi- 
tions and agreements and would be definite in 
. The nominal percentages would be 
kept unchanged, but the issuing nrice of the 
securities would reflect the market’1aoney rates 
that would then be embodied in the rate-mak- 
ing structure. 

Referring to the status of the common stock, 
Dr. Fisher raises the question whether such 
high degree of security cofild be attained as I 
have envisaged. He questions whether the com- 
mon stock can be successfully protected from 
the effects of technological changes and shifts 
in service requirements. For illustration he 
refers to the capital losses incurred by street 
railways through motor transportation devel- 
opments. 

In answer, I submit that the past losses to 
street railway investors were due to indefinite 
and inadequate regulatory standards and pro- 
cedure. If regulation is transformed and the 
regulatory bodies and the managements keep 
contact with technological progress and with 
shifts in service conditions, almost complete 
Protection to investors can be assured against 
capital impairment and losses. The technolog- 
ical and service factors would be embodied in 
the regular depreciation accounting, and the 
annual provisions would be adjusted from time 
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to time in accordance with the developments 
and trends as found by intelligent management 
and as approved by the responsible commis- 
sion. Even with the sudden emergence of the 
atomic bomb and the potential industrial ap- 
plication of atomic energy, all valid electric 
investments can doubtless be protected against 
sweeping obsolescence. At best, it will take a 
considerable number of years before atomic 
energy can displace coal and other present 
sources of heat, and then will probably not 
affect materially the generating plant invest- 
ment, and not at all transmission and distribu- 
tion. The new development, however, should 
put commissions and managements on the alert 
to make adequate depreciation provisions for 
the protection of investors. 

I realize, of course, that absolute or full 
100 per cent security of returns cannot be as- 
sured. On a utility self-sustaining basis there 
will be an underlying risk that sometime the 
rates of a company cannot be fixed high enough 
to furnish in full the returns to which the in- 
vestors are entitled under the regulatory struc- 
ture. This risk would be reduced to a minimum 
under the transformed regulation, but it would 
not be entirely eliminated. Normally, it would 
impinge negligibly on the bond part in the rate 
base, and so would make bond funds available 
at very low rate of return, almost riskless. It 
would affect the preferred stock issues a trifle 
more, and so would result in somewhat higher 
rate of return than on the bond money. It 
would hit the common stock most, but not 
heavily, and would produce correspondingly a 
greater rate than for the preferred stock. But 
for all the grades of the recognized investment 
there would be precision as to rights and pro- 
cedure and minimum remaining risk. This is a 
very different situation from the indefinite- 
nesses and uncertainties that have shrouded 
utility investments and have affected particu- 
larly the common stock equities and returns. 


D* FisHeEr also raises the question whether 
a commission can or should assume the 
more extensive and definite regulatory func- 
tions that I have urged. In reply I say it cer- 
tainly can and should, if its continuance in the 
public interest is to make sense. And in my 
perspective of public interest I include in- 
vestors with consumers in their relation to fu- 
ture industrial and social advancement. 

As a matter of common sense, why can’t 
a commission carry through the transformed 
regulation? First, assume that it is selected 
for a serious public purpose, not as political 
or other pay-offs, and consists of competent 
and zealous persons such as Dr. Fisher. If 
then the accounts and records are once re- 
written so as to furnish continuously the facts 
for regulatory purposes, and if competent, ade- 
quate, and reasonably paid staffs are provided, 
why could not the commission make an annual 
survey of the financial position of every com- 
pany under its jurisdiction, and adjust rates 
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according to the exact showing of facts? Why 
could it not review periodically, with the man- 
agement, the provisions for depreciation, in- 
creasing or reducing the annual allowances ac- 
cording to the technological and service 
trends? Is there any phase of regulation that 
it could not carry through on a definite and 
systematic basis if it is duly equipped with 
accounts and records and a suitable staff? 
Since the transformed system would eliminate 
basic conflicts between the investors and con- 
sumers, why could not the commission deal 
closely with the managements on general poli- 
cies affecting the public interest, without en- 
croaching upon the managerial tasks of day- 
by-day operation? 

In passing I might refer briefly also to 
Luther R. Nash’s article in PUF of August 
30th, on “Precision Will-o’-the-Wisp.” The 
burden of his comments is that no fine pre- 
cision in public utility regulation can be at- 
tained, and on his illustrative details I can 
mostly agree. These refer chiefly to the sec- 
ondary phases of regulation, and not to the 
primary level of dealing between consumers 
and investors as basic public groups. 

What I have tried to show is that in the 
primary level as between consumers and in- 
vestors precise regulation can be established. 
While some of the accounting processes are 


based on estimates of unprecise data, th 
estimates are definite and enter into the ar. 
counts and records as exact quantities fo; 
systematic rate administration. It is this 
primary area of regulation in which 

ness and confusion have ruled and in which 
precision is essential and available. The total 
returns to which a company is entitled can be 
definitely shown by the accounts, as cap 
the total costs (including the returns) that 
are payable by the consumers in the ag. 
gregate. 

But on the secondary level of rate making, 
in fixing the rate schedule as between differ. 
ent classes of consumers, cost allocations are 
involved which are not.precise. Here, “rea- 
sonable” estimates are made, and there may 
be substantial differences in consumer con- 
tentions. 

However, in this realm of regulation there 
have been no great conflicts and litigation. 
The contentious rate cases have appeared 
almost altogether in the primary level of regu- 
lation—in dealing between consumers and in- 
vestors as a whole. It is on this level that pre- 
cision is important and can be attained through 
the proposed regulatory transforming. 

—JoHN BAUER, 
Director, The American Public 
Utilities Bureau, 
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Way Out of Labor Morass Simple 


“. . . Somehow a system of relating wages to prices must be 
evolved which is at least as generally accepted and as efficient 
as was the older system around which, as a core, our magnificent 
capitalism was built. If the businessman is not, as in the past, 
to have this wage-price function, then the labor-management 
bargaining conference must have it. But if the labor-manage- 
ment bargaining conference is to have it, then the unions must 
revolutionize their roles to become not the puppets of undisci- 
plined memberships, but the suCCESSORS TO MANAGEMENT as the 
disciplinarians of those memberships. 

“If the unions are unable to rise to these new and sterner 
responsibilities, then some system of, or approaching, peacetime 
government control of the wage-price relationship seems in- 
evitable. For of one thing we may be sure: With or without 
full employment bills, the community will not long tolerate pri- 
vate production wars which lead to public production shortages.” 

—EnpitorraL STATEMENT, 
The (Baltimore) Sun. 
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Government Utility 
Happenings 


SPECIAL message from President 
Truman accompanied a joint res- 
olution introduced October 3rd in both 
houses of Congress. The new measure 
requires only a simple majority of the 
Senate and House. Ostensibly, it would 
merely give effect to the United States- 
Canadian agreement (pursuant to a 
treaty of 1909) on the St. Lawrence 
seaway and power project. The opposi- 
tion of Governor Dewey of New York 
has been quieted by a provision guaran- 
teeing that state’s interest in any power 
development. The issues involving the 
distribution of United States-Canadian 
navigation rights on Great Lakes’ waters 
would be reserved for subsequent solu- 
tion by regular treaty method. The con- 
troversy over Niagara river water diver- 
sion would be similarly deferred. A novel 
provision looking towards making the 
seaway “self-liquidating” through the 
imposition of tolls is likely to arouse 
“free seaway” proponents. Appropria- 
tions are authorized out of general Treas- 
ury funds to carry out the proposed work. 
The fact that this joint resolution is an 
administration measure, introduced by 
Majority Leader Senator Barkley, with 
the implied endorsement of Governor 
Dewey as titular head of the Republican 
party, is supposed to make the chances 
better for passage through Congress. 
_ The new bill will meet its first difficulty 
in the Senate Foreign Relations Commit- 
tee. 

The old question, raised last year in 
the Senate Commerce Committee, over 
whether this is an attempt to evade 
treaty-making authority of the Senate is 
bound to come up again. The Senate 
Foreign Relations Committee, as a whole, 
is likely to be more friendly to the meas- 
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ure than the Commerce Committee was 
last year. 

But a committee decision to rewrite 
and report the legislation as a treaty (re- 
quiring two-thirds vote for ratification) 
rather than as an agreement is still a pos- 
sibility. 

Further, there is no indication that 
the combined opposition of seaboard 
Senators, who would approve power 
without navigation, and Middle West 
Senators, who would approve navigation 
without power, is going to be divided by 
the revised measure. Senator Wiley 
(Republican, Wisconsin) has stated in- 
formally that he will propose that the 
power phase of the waterway improve- 
ment be viewed in the light of develop- 
ment of atomic energy. Minority Leader 
Representative Martin (Republican, 
Massachusetts) predicted difficult sailing 
for the measure in the House. 


oye Truman asked Congress to 
give “speedy approval” to the 1941 
agreement between the United States and 
Canada for development of the Great 
Lakes-St. Lawrence river basin—a proj- 
ect persistently advocated by the late 
President Roosevelt. Mr. Truman de- 
clared in his message that the project 
would provide cheap water transporta- 
tion and cheap electricity, and said that it 
embodied “the kind of useful construc- 
tion which will furnish lucrative em- 
ployment to many thousands of our peo- 
ple.” 

“The completion of the seaway will 
bring many benefits to our great neighbor 
and ally on the north,” the President 
said. “The experience of two wars and 
of many years of peace has shown beyond 
question that the prosperity and defense 
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of Canada and of the United States are 
closely linked together.” 

Mr. Truman also stressed that he 
favored the policy under which the water- 
power project would become the property 
of the state of New York, with the elec- 
tric power being developed and handled 
by the state. This meets the views of 
Governor Dewey of New York, as re- 
cently communicated to the White House. 

The President likened the prospective 
development to those in the Tennessee 
valley, Columbia river, and the Central 
valley of California, and pointed out what 
the power developed in these sites had 
meant in the war effort. He said, for 
example, that the atomic bomb could not 
have been developed as early as it was 
“without the large blocks of power we 
used from the Tennessee and Columbia 
rivers.” 

The President said Canada already has 
built more than half of its share of the 
undertaking. 

Majority Leader Barkley and nine 
other Senators introduced a resolution 
on October 2nd providing for approval 
of the American-Canadian agreement. A 
similar resolution was introduced in the 
House by Representative Sabath, Dem- 
ocrat of Illinois. 


* * * * 


da Missouri Valley Authority Bill 
(S 555) is rumored in Washington 
to be facing triple Senate committee dis- 
approval. Already turned down earlier 
this year by the Senate Commerce Com- 
mittee, the bill was slated to receive an- 
other adverse report from the Senate Ir- 
rigation and Reclamation Committee. 
This was expected to reach the Senate be- 
fore October 15th. Senator Langer 
(Republican, North Dakota), working 
closely with the ClO-sponsored Farmers 
Union, was expected to present a minor- 
ity report. 

The Senate Agriculture Committee, to 
which the bill goes for its final reference, 
will probably hold full committee hear- 
ings in the near future. Although this 
committee will probably give the bill a 
kindlier reception than the other two 
Senate groups, an advance poll indicates 
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an adverse report by a small majority, 
among which will likely be found the 
chairman of the committee, Senator 
Thomas (Democrat, Oklahoma). Ten- 
tative line-up of the Agriculture Commit. 
tee before hearings open is: eight 
Senators opposed, six in favor, with six 
doubtful. 


* * * * 


EPRESENTATIVE John J. Cochran 
(Democrat, Missouri) said on Oc- 
tober 2nd he had appealed to President 
Truman to keep headquarters of the 
Rural Electrification Administration in 
St. Louis, where the agency now occupies 
offices in the Boatmen’s Bank building. 
He said that although he previously 
had been informed the REA would not be 
returned to Washington, he had been told 
by Secretary of Agriculture Clinton P. 
Anderson that the President had ordered 
the return of all agencies transferred 
from the capital during the war. 
Cochran said he told the President in 
a letter that approximately half of the 
employees in the St. Louis office were 
legal residents of the city, and that many 
would not wish to return to Washington. 
Those who remained, he added, would 
have difficulty securing new jobs with an- 
other government agency, and those who 
returned to Washington would have dif- 
ficulty finding living quarters (page 598). 


* * * * 


INETY striking union workers of 

the state-controlled Lower Colo- 

rado River Authority, who closed four 
hydroelectric plants and stopped electric 
service to a large area of central Texas 
for thirty hours, were fired on October 
2nd. Their jobs were immediately of- 
fered to war veterans. Electric power 
was restored to virtually the entire area. 
Max Starcke, general manager of the 
LCRA, said: “The men who walked off 
are out of their jobs and will not be re- 
émployed.” Previously, Mr. Starcke had 
complained of “acts of sabotage and van- 
dalism.” Governor C. R. Stevenson ap- 
proved the action. “Any man who com- 
mits sabotage on the property on which 
he is employed should not be reem- 
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GOVERNMENT UTILITY HAPPENINGS 


ployed,” the governor told a news con- 
ference. 

One of the LCRA plants, at Austin 
dam, was put back into operation October 
2nd by employees who remained on their 
jobs. With power generated at this plant, 
augmented by that from privately 
owned companies, service was restored to 
most of the 24 towns and 3 Army es- 
tablishments affected by the strike. 
Union officials said that they were not 
yet ready to comment on the LCRA's em- 
phatic announcement that it would not re- 
hire any of the striking employees. The 
LCRA put the number of men affected by 
this order at 90. Union sources said 140 
members walked out. The operating de- 
partment has 160 employees. 

Power was restored, at least in part, to 
such larger towns as Kerrville, Giddings, 
Fredericksburg, and Brenham, and to 
three Army camps. Only the Lampasas 
area was still completely without elec- 
tricity at this writing. 

Governor Stevenson assured Mr. 
Starcke that the state would furnish the 
LCRA with as many armed guards as 
necessary to protect property. Near 
Kerrville forty citizens were deputized 
and guarded transmission lines and trans- 
fer switches, armed with shotguns and 
rifles. Transmission lines feeding Camp 
Swift, near Bastrop, and its 26,900 
troops, were under military guard. 


* * * * 


oa investigation of the opera- 
tions by which Guy C. Myers, as fis- 
cal agent for Washington public utility 
districts, is seeking to effect acquisitionof 
private power properties, was promised 
on October 3rd by Congressman Lyle H. 
Boren. 

“Evidence already before us discloses 
the projected transaction to be a scanda- 
lous device for tax evasion, from which 
ratepayers would derive no benefit,” the 
Oklahoma Democrat, chairman of the se- 
curities subcommittee of the House In- 
terstate and Foreign Commerce Commit- 
tee, declared. 

First on the probe agenda will be the 
proposed Puget Sound deal. But it won’t 
stop there. Plans of Myers and his asso- 
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ciates go far beyond negotiating for 
transfer of the Puget Sound Power & 
Light properties, Boren warned. Boren 
stated : 


There is sound reason to believe that se- 
cret negotiations are under way involving 
the sale of Washington Water Power Com- 
pany to one of the Myers’ type corporations. 
Another deal reported to be on the fire in- 
volves the Pacific Power & Light Company 
and Northwestern Electric Company, with 
headquarters in Portland, Oregon. 

Our committee intends to fully review 
such transactions, including the profits and 
fees to bankers, fiscal agents, and all others 
involved. 


Boren said that considerable evidence 
already has been submitted to the com- 
mittee, and that it has not yet been deter- 
mined whether the securities group, 
which includes Representatives John W. 
Murphy (Democrat, Pennsylvania) and 
B. Carroll Reece (Republican, Tennes- 
see) will go to Washington state. 

“There definitely will be hearings,” 
Boren asserted. “They may be held in 
the Pacific Northwest, but we may prefer 
to bring the witnesses we wish to inter- 
rogate here. It will depend on how our 
work shapes up.” 

In the meantime, Boren and his com- 
mittee are not idle. Data and evidence 
are being accumulated. Boren declared: 

Everything coming to us bears out that 
shrewd manipulators have found a hole in 
the Securities and Exchange Act big enough 
to drive a 40-mule team through. 

They have discovered ways of reaping 
fortunes out of the law by some of the very 
methods it was enacted to correct, and to 
convert to their own pockets a half-billion 
dollar annual revenue now supporting the 
Federal Treasury. 


Boren is particularly incensed by the 
most recent reports of negotiations for 
the Puget Sound ownership transfer. He 
told the House: 


It is announced that a group of bankers 
will meet with Guy Myers to bid for $135,- 
000,000 of revenue bonds which represent 
the purchase price of Puget Sound Power 
& Light Company, proposed to be sold to 
public utility districts in the state of Wash- 
ington. 

Dr. Paul Raver, Bonneville Administrator, 
appraised the value of Puget Sound Power 
& Light Company at $90,000,000. 

The parent company held out for $95,- 
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000,000 so were unable to sell to the utility 
districts at that figure. Now along comes 
this promoter-banker combination and pro- 
poses to transfer this property for $135,- 
000,000. Myers got $530,000 agent’s commis- 
sion out of a Nebraska power company 
transaction. 


He CARSTENSEN, state grange 
master, issued a statement on Oc- 
tober 3rd defending the Wall Street 
banking interests and the Puget Sound 
Power & Light Company in their joint 
efforts to sell the power company for 
$135,000,000. The grange head asserted 
opponents of the sale were prejudicing 
opportunities for cheap power in western 
Washington as well as the interests of 
Puget Sound Power & Light Company 
stockholders. 

Carstensen, who long has been asso- 
ciated with efforts of public utility dis- 
tricts to acquire the private properties, 
said an outright purchase of the com- 
pany would be much healthier than grad- 
ual disintegration by piecemeal condem- 
nation proceedings. 

The grange head said the real power 
issue was not whether the state should 
have private or public power but whether 
it wanted the Federal government to 
move in to compete with PUD’s and Se- 
attle City Light. 

Besieged by criticism of the proposed 
purchase of Puget Sound Power & Light 
facilities by public utility districts, Mr. 
Myers and PUD officials on October 6th 
offered to pledge that the PUD’s will not 
enter into “cut-throat” competition with 
Seattle City Light. Seattle city officials 
had expressed concern over the possibil- 
ity that Seattle might be saddled with the 
distribution system within the city at an 
exorbitant price or face stiff competition 
from the PUD’s. 


* * *k * 


fhe current issue of The Utilitarian, 
published by the Wisconsin Utilities 
Association, gives an account of the tribu- 
lations of the municipally owned electric 
plant at Hartford, Wisconsin (popula- 
tion 5,000). During September this plant 
failed for several days to provide indus- 
trial service as the result of equipment 
failures, which apparently began on Au- 
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gust 24th when lightning struck a switch- 
board, interrupting street lighting. Early 
in September two turbines failed, leaving 
the city without service for several hours 
until an old auxiliary turbine could be 
put into use. 

On September 7th the common council 
voted to enter into a contract with the 
Wisconsin Gas & Electric Company. But 
the mayor, Adam Poltl, who has a polit- 
ical record of hostility towards business- 
managed utilities, vetoed the council's ac- 
tion. The council later passed the reso- 
lution, overriding his veto. Subsequently, 
the Wisconsin Public Service Commis- 
sion ordered a public hearing on the sit- 
uation. 

The Utilitarian article points out that 
in 1944, when Mayor Poltl appealed to 
the War Production Board for authority 
to improve the plant, the WPB said it 
could not recommend the application and 
suggested that the city investigate pro- 
curing emergency service from Wiscon- 
sin Gas & Electric Company. The mayor 
opposed entering such a contract for 
either energy or stand-by service, claim- 
ing that the municipal plant could per- 
form adequately with some improve 
ments. Later the WPB and the Wiscon- 
sin Public Service Commission granted 
Hartford authority to improve the plant. 

The Utilitarian article concluded with 
figures indicating that the Hartford plant 
has been operating at a deficit. 


* * * * 


RELIMINARY plans were made in 
Murray, Kentucky, on October 2nd 
for the dedication of the Tennessee Valley 
Authority’s $100,000,000 Kentucky dam 
at Gilbertsville at which President Tru- 
man was to be the chief speaker October 
10th. (See, also, page 599.) ; 
Luther Draffen, Calvert City, presi- 
dent of the Lower Tennessee Valley As- 
sociation, completed the arrangements. 
Invited guests for the dedication in- 
cluded Governor Simeon S. Willis of 
Kentucky, Governor J. N. McCord of 
Tennessee, the United States Senators 
from the two states, representatives in 
Congress from the Tennessee valley area, 
and other public officials. 
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EADERS Of the independent National 

Federation of Telephone Workers 
met in Washington, D. C., on October 
6th to plan a nation-wide strike vote 
among 450,000 workers of the American 
Telephone and Telegraph Company, in 
which the chief target would actually be 
the National Labor Relations Board. 

The aim of the strike vote move, au- 
thorized at meetings of 45 affiliated unions 
during a nation-wide stoppage of 130,000 
to 200,000 workers on long-distance 
service October 5th, would be to con- 
vince the NLRB that federation affilia- 
tion should be accepted, of itself, as 
proof that a member union is not “com- 
pany dominated.” 

Meanwhile, apart from the strike is- 
sue, AT&T subsidiaries faced a drive by 
federation affiliates for wage increases 
varying throughout the system, but 
which Joseph A. Beirne, federation pres- 
ident, said might add an over-all $50,- 
000,000 to the annual payroll. 

This would be roughly 5 per cent, 
since the 17 regional operating organiza- 
tions and the Long Lines Division, the 
Western Electric Company, manufac- 
turing and purchasing subsidiary, and 
the Bell Telephone Laboratories paid 
439,732 workers a total of $1,073,- 
928,000 in 1944. Walter M. Reynolds, 
AT&T information manager, reported 
on October 6th that both payroll and em- 
ployment have risen, with 451,634 
workers receiving $99,360,000 monthly 
as of last June 30th. 

A strike vote appeared at least forty- 


five days away, and possibly longer. 
Precise strategy was the subject of the 
Washington officers’ meeting, presided 
over by Mr. Beirne at the Statler hotel, 
and undecided when a recess was taken 
until October 7th. Chief problem was 
the fact that the NLRB had extended to 
December 12th the deadline for filing ex- 
ceptions and briefs in the case of the 
Western Electric Employees Associa- 
tion, federation affiliate, at Kearney, 
New Jersey. Actual votes would be 
technically requested by each affiliate. 

Originally, Mr. Beirne had planned to 
have the strike votes requested within 
fifteen days, the voting thus taking place 
thirty days later, or about November 
20th. It was the Kearny Case, in which 
the NLRB is now considering a trial ex- 
aminer’s report recommending dissolu- 
tion of the union as “company domi- 
nated,” which precipitated the October 
5th stoppage and the strike plans. 


I* New York, Robert T. Creasey, chief 
negotiator of the Federation of Long 
Lines Telephone Workers, a member 
union, declared at the Piccadilly hotel 
that the NLRB now, as a matter of ad- 
ministrative policy, declines to accept 
charges of company domination against 
any unions affiliated with the American 
Federation of Labor or Congress of 
Industrial Organizations. The telephone 
federation, he said, wants a like status 
of immunity. 

The board now accepts such charges 
against independent unions, Mr. Creasey 
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said, “without regard to their present- 
day condition.” The Kearny Case, he 
contended, was “decided on successor- 
ship alone,” the union having concededly 
sprung in 1937 from a previous company 
union. 

Henry Mayer, counsel for some six- 
teen federation affiliates, reported the 
telephone unions had been hit by five 
costly NLRB actions charging company 
domination in recent years. Before the 
Kearny Case, two others had been dis- 
missed, but two resulted in orders dis- 
solving the unions, only to find new in- 
dependent telephone unions winning 
subsequent collective bargaining elec- 
tions, he said. 

Some of the October 5th union meet- 
ings had brought up the wage issue as 
well, while endorsing plans for the 
nation-wide strike moves. But Mr. 
Beirne declared on October 6th the stop- 
page and wage issue were not linked. 
He revealed that the federation execu- 
tive board two weeks previous had for- 
warded a statement of wage policy to all 
affiliates, proposing wage negotiations on 
formulas varying according to scales in 
each area. 

Mr. Mayer said that operators’ pay 
now ranges from $15 weekly in small 
southern towns to a service top of $38 
in Detroit; plant men get $19 to a New 
York top of $70; clerical help, $16 to $45. 

The Maryland Plant Federation, 
which he represents, has been negotiating 
for a $7 weekly rise, about 10 per cent, 
but the Chesapeake & Potomac Tele- 
phone Company of Maryland has re- 
jected a Federal conciliator’s recom- 
mendation to submit this to the War 
Labor Board, Mr. Mayer said. The 
Maryland union plans to condition its 
strike action on wages also, he added. 

Telephone service was back to normal 
throughout the country on October 6th, 
the AT&T reported. Mr. Reynolds said 
a recapitulation showed that every op- 
erating organization except the New 
England Telephone & Telegraph Com- 
pany had been hit by walkouts. 


4b . action of the NFTW in staging 
the demonstration strike on Oc- 
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tober 5th was the direct result of a rec. 
ommendation by the NLRB trial board 
examiner to the effect that Western Elec- 
tric Employees Association should be 
disestablished in 22 plants of the Wesern 
Electric Company in the New Jersey- 
New York area as the result of alleged 
company domination. The report, by 
Charles W. Whittemore, dated Sep- 
tember 30th, further recommended: 

1. Cease giving effect to any contracts be- 
tween it and the association. 

2. Offer reinstatement with back pay to 
three employees. : 

3. Upgrade, with remedial pay, one em- 
ployee who had been denied promotion. 

4. Reimburse three employees for ‘losses 
suffered as a result of lay-offs. 

5. Reimburse all its employees in amounts 
equal to the fees and dues checked off in be- 
half of the association from September, 1937, 
to September, 1944 

6. Cease discouraging membership in the 
United Electrical, Radio, and Machine 
Workers of America (CIO). 


The report noted that the NFTW, al- 
though affiliated with the Western Elec- 
tric Employees Association, had not in- 
tervened in the proceedings. A final de- 
cision of the NLRB in the matter had 
not been handed down prior to the Oc- 
tober 5th demonstration strike. 


* * * * 


HE Kentucky Public Service Com- 

mission recently set November 15th 
for a hearing on the Lexington Tele- 
phone Company’s application to raise its 
rates and to install a rotary dial auto- 
matic system, the only one of its kind in 
the United States. 

The company wants to add increases 
of 25 cents to $1.75 a month on its var- 
ious classes of service with yearly reve- 
nue expected to increase about $120,000. 

The commission adjourned the hear- 
ing at Frankfort on September 25th after 
testimony by company President E. W. 
Blakeslee, when the city of Lexington 
and Office of Price Administration inter- 
vened. 

Counsel for the city protested against 
the proposed rate increase and asked 
sixty days to make a separate investiga 
tion. The OPA sought to prevent a rate 
increase in excess of rates existing 
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September 15, 1942, and then joined the 
city in its plea for a delay. 


x* * * * 


HE Nebraska Supreme Court last 

month refused to comply with a 
United States Supreme Court directive 
that it withhold its final mandate in a 
case involving radio station WOW, 
Omaha, until the Federal Communica- 
tions Commission acts on new lease ar- 
rangements. 

The higher court’s directive “tends to 
undermine the autonomy and destroy the 
independence of the state courts in a field 
where they are admittedly supreme,” the 
state court said. 

The Nebraska court’s mandate en- 
forces its ruling that original lease ar- 
rangements with operators of the station 
were disadvantageous to the owners, the 
Woodmen of the World Life Insurance 
Society. Since then, new lease arrange- 
ments have been made and put before the 
FCC. 


i ae or 


—— designed to assist foreign 
trade operations by setting up a uni- 
fied world-wide American communica- 
tions system will be introduced in Con- 


gress. Chairman Burton K. Wheeler 
(Democrat, Montana) of the Senate 
Interstate and Foreign Commerce Com- 
mittee last month told The Journal of 
Commerce that such legislation will be 
introduced “just as soon as the various 
government agencies concerned reach 
agreement on a unified program for com- 
munications.” 

Senator Wheeler had previously urged 

President Truman to see to it that the 
agencies develop a unified policy so that 
legislative steps may be taken to set up 
an integrated system. 
_ An integrated communications system 
is necessary, in the opinion of Senator 
Wheeler, if American businessmen are 
to operate in foreign countries on an 
equal basis with those of other nations. 

Senator Ernest McFarland (Demo- 
crat, Arizona), another member of the 
Interstate Commerce subcommittee, 
which traveled 16,000 miles through Eu- 
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rope and Africa to inspect communica- 
tions facilities, declared there is ample 
evidence that “American business will 
continue to be at a disadvantage simply 
because of the lack of a proper communi- 
cations system.” 

The Senator said that American busi- 
nessmen in Europe, Africa, and parts of 
Asia told him that American industry is 
greatly at a disadvantage because there is 
not an integrated system upon which 
they can rely. 

“America must exercise immediately 
a fair, equitable, but hard-headed diplo- 
matic policy for our own advantage all 
over the world,” Senator McFarland 
said. 

“We have spent millions for commu- 
nications equipment installations on for- 
eign territories; we have spent many 
more millions in building up a great air- 
ways transport system all over the world 
and an integral part of that transport 
system is the communications that go 
with it and make it run.” 


* * * * 


HE War Production Board on 

September 27th revoked all controls 
over telephone communications, except 
priority ratings for telephone service. A 
slight revision of the preference ratings 
was made, however. 

The previous top preference category, 
which had included war production, was 
replaced with a new and more limited 
A-1 rating for government, public health, 
and welfare. This was described as a 
“must” preference, to be given first con- 
sideration at all times. 

A new schedule, A-2, was designed to 
meet reconversion needs. It will be used 
to assure telephone service in cases where 
the hiring of a substantial number of 
persons is involved. 

Schedule B has been set up to meet 
needs in case of serious illness and phys- 
ical disability, while Schedule C gives 
preference to veterans. 

Under the amended regulation the 
prohibition on residence extension serv- 
ice has been eliminated. WPB said such 
service would be permitted when and 
where equipment is available. 
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Methods of Retiring Senior Se- 
curities of Holding Companies 


(In a_ preceding instalment, Mr. Ely 
analyzed three methods for retiring senior se- 
curities in holding company reorganizations. 
In this concluding instalment, four additional 
methods are described.) 


Se fourth method, mandatory ex- 
change for new common stock un- 
der a recapitalization plan, has been the 
favorite method employed for retiring 
preferred stock where there are substan- 
tial dividend arrears. The Standard Gas 
plan also uses this method, apportioning 
the new common stock between the two 
preferred stocks and the junior pre- 
ferred (the common receiving nothing) ; 
Judge Leahy did not question this por- 
tion of the plan. 

Another important pending case is that 
of Commonwealth & Southern, where 
the new common stock was first appor- 
tioned between outstanding preferred 
and common stocks on an 80-20 per cent 
basis. Certain preferred stockholder in- 
terests succeeded in effecting a change in 
ratio to 85-15, but owing to the long de- 
lays in consummating the plan, market 
conditions have now changed radically in 
favor of the common stockholders. On 
August 8th a group of holders of the 
common stock, represented by A. J. 
Snyder of Philadelphia, petitioned the 
circuit court of appeals to set aside the 
recap plan. While this petition was 
denied recently, it is said to be Mr. Sny- 
der’s intention to continue the fight in the 
courts for another revamping of the plan. 
Meanwhile, plans are going forward for 
a vote on the plan by stockholders, though 
the results may not be considered bind- 
ing by the commission. 

In addition to the two companies just 
named, the assignment of new common 
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and 
Comment 


By OWEN ELY 


stock to the preferred stock (with ar- 
rears) in proportions ranging from 
85 to 97 per cent has been consummated, 
or is being considered, in integration 
plans of the following companies: Fed- 
eral Water & Gas, Community Power & 
Light, United Light & Power, Puget 
Sound Power & Light, Southern Colo- 
rado Power, Virginia Public Service, 
International Utilities, American Utili- 
ties Service, Peoples Light & Power, 
Central & South West Utilities, and 
Scranton-Spring Brook Water Service. 
Two other companies, Columbia Gas and 
Buffalo, Niagara & Eastern, have 
dropped this method in favor of retire- 
ment of the preferred by cash payment. 
(The Columbia stocks have no arrears.) 


gees five, partial redemption 
through application of cash to re- 
duce the face value and the rate of pay- 
ment, has been applied by many com- 
panies in bankruptcy, such as Chicago 
Railways, Central Railroad & Banking 
Company of Georgia, etc. It has, how- 
ever, been applied in only two or three 
cases considered by the SEC under § 11. 
Central States Power & Light, a subsidi- 
ary of Central States Utilities in the Og- 
den system, sold certain properties and 
reduced its outstanding first mortgage 
bonds by purchase in the open market, 
by solicitation of tenders, and by a pro 
rata payment amounting to 70 per cent 
of the principal amount remaining out- 
standing. Later the bonds were com- 
pletely retired. On August 14th this year 
the company filed a proposal to pay 30 
per cent in cash against the principal of 
the publicly held ¥ per cent debentures, 
with the interest rate to be correspond- 
ingly reduced. Funds for a similar pay- 
ment against the bonds held by Ogden 
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were to be set aside pending Deep Rock was argued that the equity interest in 
determination. The latter plan is still Laclede Gas owned by Ogden Corpora- 
nding before the commission (Release tion had to be liquidated, and that the 
No. 5983). order requiring recapitalization and debt 
Electric Bond and Share in its recently reduction was based on the necessity 
published plan proposed to pay $30 per (within the public interest) of placing 
share in cash on its preferred stocks, re- the equity in “marketable” form. It was 
ducing the par value and redemption also held necessary to simplify capital 
price by 30 points and the dividend rates structure in order that the company com- 
by 30 per cent. The commission has now ply with the voting power standards of 
ith ar- approved this proposal and authorized § 11 (b)(2), since the stockholders con- 
from application for court enforcement. The trolled it without sufficient investment ; 
mated, remaining $70 par value would later be and recapitalization (including debt re- 
gration retired by the package method if the duction) is an available remedy under 
: Fed- SEC approves. the act to cure inequitable distribution 
wer & Regarding methods six and seven, the of voting power. It was also pointed out 
Puget question whether senior securities (par- that sale of the electric properties by La- 
7 Colo- ticularly bonds) should be redeemed at clede Gas required retirement of the 1919 
ervice, MJ par or redemption price has not received bonds, since the trustee under the 
Utili- avery clear-cut discussion (as a general mortgage would not be satisfied merely 
ower, policy) by the commission, each case with an application of all proceeds to- 
3, and MM being decided on its individual merits. ward retirement of the bonds. 
ervice. Mi The issue is somewhat the same as the Another argument was that payment 
as and fi question whether to permit a holding of the premium “would be a windfall 
have company to pay more than par in the which fairness does not permit” and that 
retire- open market for purchase of senior Congress intended to prevent the read- 
yment. securities. In the United Light & Power justments required by the act from re- 
ears.) Case several years ago the commission sulting in any shift of values from one 
. ordered the bonds to be paid off at par, class of securities to another. On page 
option # with an additional $90 per bond placed 34 it was stated: “every premium case 
to re- in escrow to cover the redemption pre- which has thus far come before the com- 
f pay- mium in the event that the Federal court mission and the courts has arisen in a 
com- confirming the plan should decide that § 11 (e) plan, and thus all of those cases 
hicago call price should be substituted for are authority for the proposition that 
inking parity. (The court did not do so, how- the mere fact that the plan was filed ‘vol- 
how- HH ever.) untarily’ under § 11(e) does not render 
three . voluntary (the) security retirements 
§ 11. 72 major issue in each case is, of provided in such plan.” 
ibsidi- course, whether retirement is invol- The Laclede Case still remains un- 
ie Og- untary, in which case the premium would settled; it was argued on September 8th 
s and not be payable (as provided in most bond before the U. S. Circuit Court of Ap- 
tgage indentures). This, in turn, depends on peals in St. Louis and decision was re- 
arket, whether retirement is definitely caused served. The Mutual Life Insurance 
a pro by § 11 requirements, or whether it is a Company of New York had filed an ap- 
cent voluntary step by the company which, peal from the district court decision up- 
r out- though tied in with the integration pro- holding the SEC. 
- gram, is not an essential part thereof, 


or at least does not reflect a mandatory —— decisions by the SEC and the 


SEC.order. courts required that the bonds of 
This issue was discussed at some North American Light & Power Com- 
length in the reply brief of the SEC in pany, Consolidated Electric & Gas, and 
the matter of Laclede Gas Light Com- Cities Service Power & Light Company 
pany et al. (2756), prepared by David should be retired at par. In all court 
K. Kadane and Maurice C. Kaplan. It cases to date the SEC has been upheld in 
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its principle of requiring parity where 
bonds are retired in compliance with § 11. 
There are two pending cases before the 
commission, an old one by American 
Power & Light and the recent joint ap- 
plication of United Light & Railways 
and its subsidiary, Continental Gas & 
Electric, both of which propose sub- 
stantial redemptions at par. The Amer- 
ican Power & Light proposal has been 
opposed by large bondholders, and the 
commission has had the question under 
advisement since November, 1944 (when 
proceedings closed). 

Most holding company bond issues are 
now selling well above par and in some 
cases above the redemption prices, in- 
dicating investors’ expectations that (1) 
the bonds will survive under any integra- 
tion program, (2) that the call premium 
will be paid, or (3) that retirement at 
par may be so far in the future as to be 
substantially offset by the relatively high 

ield to be received during the interim. 

oreover, despite the impressive past 
record of retirements at par, some 
doubts have recently been occasioned by 
SEC orders permitting Electric Power 
& Light and Columbia Gas & Electric 
to retire part of their bonds at the call 
prices. In the case of Columbia Gas, the 
revised integration plan calls for sub- 
stantial refunding of the bonds rather 
than retirement, so that the commission’s 
acquiescence in partial retirement at par 
apparently indicates that it is in sympathy 
with the objectives of the plan. 

However, the Electric Power & Light 
Case is somewhat different. It has been 
generally assumed in recent years that 
the holding company will have to be 
“broken up,” which would mean involun- 
tary dissolution and payment of par 
(only) to bondholders. The commission 
avoided the issue by failing to specify 
any price at which the debentures were 
to be retired. The company merely ad- 
vised the SEC that it proposed to call 
part of the bonds under the terms of the 
indenture, and the commission did not 
make any issue over the affair. How- 
ever, had the company proposed to retire 
all bonds at par (as American Power & 
Light has asked permission to do), this 
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might have raised a serious issue with 
bondholders, and the commission would 
doubtless have given the matter the same 
serious attention which it is devoting to 
the American Power Case. A possible 
intangible factor is the rapid and sub- 
stantial progress made by Electric Power 
in its system integration and refunding 
program, and the resulting improvement 
in earnings and asset values. 

North American Company’s proposal 
of .a few months ago to retire its 6 per 
cent preferred stock at the call price of 
55 (leaving the 54 percent issue out- 
standing) was approved by the com- 
mission. The plan was delayed by the 
initial failure to sell 700,000 shares of 
Pacific Gas and Electric held by North 
American (the single bid by Blyth & Co. 
having been disapproved by the SEC), 
but this sale has now been effected and 
the 6 per cent preferred issue stock is 
being called. 


HE present trend seems to be in 

favor of redemption of preferred 
stocks at call price (plus arrears), where 
this will avoid long contention and litiga- 
tion over the assignment of a new com- 
mon stock to the outstanding preferred 
and common issues. The preliminary 
plans of Buffalo, Niagara & Eastern and 
Columbia Gas & Electric, using a 
formula for assigning the new equity 
interest, led to sharp disagreements 
among various groups of security 
holders, and both plans were superseded 
by new proposals calling for redemption 
of the preferred stocks at the call price. 
Presumably in both cases this will be 
supported by the “voluntary” theory. 
Formerly the SEC was fearful that pay- 
ing the call premium would hurt the 
common stockholders. But where the 
latter themselves (as represented by the 
management) propose paying the pre- 
mium (presumably to avoid costly litiga- 
tion and delays), this rather takes the 
wind out of the commission’s sails. An 
important factor in the situation is the 
increasing ease with which the holding 
companies can raise the substantial 
amounts of cash (by bank loans, sale of 
rights to subscribe to subsidiary stocks, 
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etc.) needed to retire the senior securi- 
ties. Also, the use of rights (in theory 
at least) keeps subsidiary equities sub- 
santially “in the family,” instead of 
auctioning them via competitive bidding. 


¥ 


Puget Sound Sale Encounters 
Difficulties 


RESIDENT McLaughlin of Puget 

Sound Power & Light announced 
August 18th that Guy C. Myers had of- 
fered $18 a share to common stockhold- 
ers. Mr. Myers was negotiating for ul- 
timate sale of the property to twelve pub- 
lic utility districts in the company’s terri- 
tory. The “PUD’s” have been endeavor- 
ing for many years to buy parts of 
Puget Sound and other private utilities, 
but have been able to acquire only one 
outlying section of Puget. Mr. Myers, 
who negotiated the sale of Nebraska 
Power by American Power & Light to 
power agencies in Nebraska, has been at 
work on the sale of Puget Sound for 
some time. 

Halsey, Stuart & Co. and John Nuveen 
& Co. on September 26th announced that 
they were preparing to bid for revenue 
bonds which would finance the purchase 
of Puget Sound properties, and that the 
company’s management would recom- 
mend acceptance of the $18 offer by 
stockholders. A preliminary prospectus 
was issued for $135,000,000 “Public 
Utility District No. .... of .... County, 
Washington,” consisting of $63,450,000 
serial bonds and $71,550,000 sinking- 
fund bonds due 1986. Since the bill to 
permit the local PUD’s to combine to ef- 
fect the purchase was not approved by 
the public referendum vote in Washing- 
ton about a year ago, the present plan is 
to set up a single new PUD to make the 
initial purchase. This PUD would then 
contract with the twelve local districts to 
sell to them individually those sections of 
the property within their territorial 
boundaries “or integrated therewith.” 
These districts would agree to make 
monthly payments to the bond trustee 
sufficient to meet interest and principal 
payments on $33,393,000 of the pro- 
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posed bond issue, and they would buy 
practically all the power requirements of 
the distributing properties taken over, 
for a term of fifty years. 

The balance of the system would be 
operated initially by the new PUD as an 
integrated utility system. Judging from 
the purchase prices under the contracts 
with the twelve districts (totaling $33,- 
393,000), only about one-quarter of the 
whole property would be disposed of to 
the local PUD’s, the various prices for 
the properties ranging from $35,000 to 
$5,417,000. Purchase prices would be 
zllocated by a consulting engineer to re- 
maining distribution properties, and 
would initially total about $40,710,000. 
These would be sold in the future to the 
city of Seattle and other public agencies, 
including PUD’s subsequently organ- 
ized. The balance of the cost of prop- 
erty, $60,897,000, would be allocated to 
production and transmission properties 
to be permanently operated by the 
issuer. 


eb complicated setup is apparent- 
ly designed to circumvent the lack 
of enabling legislation which would per- 
mit the local PUD’s to act jointly with 
Bonneville and Seattle. Apparently it is 
hoped that legislation may be later ob- 
tained to provide such joint ownership, 
or to obtain a state authority or depart- 
ment to take over the project. Thus the 
proposed arrangement appears to be a 
temporary setup, somewhat similar to 
that devised in Nebraska, pending the 
working out of complicated details and 
enabling legislation. In addition to the 
serial and sinking-fund bonds the com- 
pany would issue $1,047,600 serial certifi- 
cates of indebtedness to Guy C. Myers 
to be paid (without interest) over a 10- 
year period, presumably for his services 
as fiscal agent in carrying forward the 
whole program. (See also page 577.) 
A pro forma income statement show- 
ing three possible bases of operation in- 
dicated that debt service charges (includ- 
ing payments of principal) would be 
earned 1.12 to 1.38 times. Puget Sound 
rates have been very low and the PUD’s 
would continue in effect (initially) the 
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same residential and commercial rates 
now in effect. 


HE indications at this writing are 

that the deal is not having smooth 
sailing. The banking group has appar- 
ently not been completely organized, and 
there seem to be a number of loose ends. 
It is rumored that the city of Seattle 
feels neglected in the present setup, and 
would perhaps prefer to await expiration 
of the Puget Sound franchise in 1952 
before making a deal, since at that time 
they will have a political club to obtain 
a lower price (if buying direct from the 
company). It is not clear from the pros- 
pectus just what is to be done with 
Puget’s important transit property, but 
according to earlier press reports these 
will be separately sold. Whether the 
proceeds of the sale will furnish another 
liquidating dividend to common stock- 
holders, in addition to the $18 guaranteed 
from the sale of the electric properties 
to the new PUD, is not very clear. An- 
other mystery is the increase in the pur- 


chase price from the earlier figure of 
$115,000,000 to the present amount of 
$135,000,000. However, a few million 
dollars may be necessary to take care of 
tax adjustments, etc.—assuming the deal 
is consummated. 


St. Lawrence Project Up Again 


ib je St. Lawrence seaway and power 
project, definitely disapproved by 
Congress some years ago, is again up for 
approval under the sponsorship of Presi- 
dent Truman and Governor Dewey of 
New York. A bipartisan bill was intro- 
duced in the Senate recently to approve 
the executive agreement reached in 194] 
by the United States and Canada. Spon- 
sors of the bill have attempted to frame 
it so that it can be approved by a simple 
majority in each house. A previous 
stumbling block was the two-thirds ma- 
jority required in the Senate, the earlier 
bill having been regarded as a treaty. To 
avoid the possibility that treaty action 
will be required two provisions were 
stricken from the agreement (relating 
to navigation on the Great Lakes and in- 
stallation of experimental facilities at 
Niagara Falls). 

Companies which might be more im- 
mediately affected by the proposed hydro- 
electric development would be General 
Public Utilities (Associated Gas & Elec- 
tric) and Niagara Hudson Power sys- 
tem. President Truman has indicated 
that the power could be transmitted some 
300 miles which would, perhaps, affect 
Consolidated Edison of New York. 


MANUFACTURED GAS COMPANY STOCKS 


Where Price 


Bridgeport Gas Light 27* 
Hartford Gas 43 
Brockton Gas Light 

Providence Gas 

Haverhill Gas Light 

Springfield Gas Light 

Fall River Gas 

Portland Gas Light 

Brooklyn Union 

Birmingham G 

Savannah-St. Augustine 

Jacksonville Gas 


Averages 


Latest 
Traded About Earnings 


$1.46 (a) 
. ) 
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Yield 
Rate About 
$1.40 5.2% 
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irregular (60 cents in 1943, 30 cents in 1944, and 60 cents in 1945). #Irregular (quarterly rate 
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policy not indicated. (a) Twelve months ended December 3 


1944. (b) Twelve months ended 


June 30th. (c) Twelve months ended August 31st. 
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Considering the commercial possibili- 
ties of atomic fission, as revealed in the 
published reports on the atomic bomb, it 
would seem more profitable to allocate 
government funds to scientific research 
along such lines, rather than to the de- 
velopment of additional hydro projects 
which may prove obsolete in a few years. 
In this connection it is important to note 
that transmission costs play an important 
role in the final use of electricity. Of total 
construction expenditures by electric 
utility companies, municipal plants, and 
rural coOperatives in the past five years, 
the amount spent for production plant 
averaged only 38 per cent of the total. 
Economies in the production of hydro- 
electric power may be lost when the 
power has to be transmitted over long 
distances, due to line losses, cost of new 
transmission facilities, etc. 


* 


Manufactured Gas Company 
Stocks 


| prope Gas Licut, which has been 
added to our accompanying table of 
manufactured gas company stocks, is 
not a typical New England issue in that 


it is “high leverage.” At the end of 1944 
bonded debt was 44 per cent of total 
capitalization, preferred stock 37 per 
cent, and common stock 19 per cent. In 
1938 there was a deficit of $1.04 on the 
common stock but earnings have im- 
proved in each year thereafter. Divi- 
dends were not paid during 1936-44, be- 
ing resumed this year. Naturally, in 
view of this record, the stock has a high 
yield and low price-earnings ratio. 

Prices of manufactured gas stocks 
showed relatively little change in the 
past quarter; advances occurred in 
Hartford, Brockton, Providence, Fall 
River, and Brooklyn Union, with other 
issues about unchanged. 

The latest available statistics for man- 
ufactured and mixed gas sales are for 
August. In that month the American 
Gas Association reported an increase in 
therm sales of 0.8 per cent over last year. 
For the first seven months the gain was 
4.94 per cent, and, in the twelve months 
ending August 31st, sales were 3.6 per 
cent greater than in the preceding period. 
The coal shortage may hit the industry 
hard. On October 10th gas manufac- 
turers were ordered by the WPB to use 
oil and coke to save coal. 
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What Others Think 


FPC Listens to Views 
On Natural Gas 


HE day is Tuesday, September 18th 
—the place is the council chamber in 
the city hall in Kansas City, Missouri. 

The first of a long-heralded series of 
hearings is being held by the Federal 
Power Commission to inquire into the 
many phases of the natural gas business. 

That this step by the commission 
touches intimately many interests—those 
active in the natural gas field and di- 
vergent interests, as well—is evidenced 
by the variety of industrial, technical, 
and governmental representatives pres- 
ent at the opening sessions of these hear- 
ings. 

The roster is a long one. There were 
governors of states where natural gas 
is produced; members of state utility 
commissions and natural*resources con- 
servation boards; executives of com- 
panies engaged in producing, transport- 
ing, and distributing natural gas, with 
their legal and technical advisers; and 
officials of associations of natural gas and 
petroleum men. Also, there were ob- 
servers for the railroad and coal-mining 
people, for the U. S. Army and Navy, 
and for the State and Interior depart- 
ments. 

Momentous questions, of far-reaching 
consequence, were to be discussed at 
these hearings. The natural gas business 
is one with many angles to it. Its ramifi- 
cations cross state lines and reflect upon 
many other businesses. 


_— question had been raised in some 
quarters as to the intentions of FPC 
—was it seeking to extend its jurisdiction 
beyond its present interstate field of regu- 
lation; was it setting out to assume au- 
thority over production and “end use” 
cf natural gas, now under states’ con- 
trol? 

FPC Commissioner Nelson Lee Smith, 
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presiding, read a statement outlining the 
commission’s position with respect to the 
purpose and scope of the hearings. He 
emphasized that the investigation 1s pure- 
ly a fact-finding inquiry for the benefit of 
the Congress, the commission, the state 
and local authorities, the industry as well 
as its competitors, and the general public, 
and asserted that issues which have been 
raised in cases which the commission has 
heard cause it to feel that it does not now 
have adequate information to deal effec- 
tively with the various contentions, such 
as “end use,” the holding of gas in pro- 
ducing areas, and matters generally of 
broad public policy, “some of which ap- 
pear to go beyond its (the commission’s) 
authority under the Natural Gas Act.” 
He added: 


It seems clear that any administrative 
agency—which operates as an arm of the 
legislature in interpreting and applying to 
specific situations the regulatory policies ex- 
pressed generally in the statutes under which 
it functions—should pause from time to time 
to make certain essential appraisals. This 
stock taking should include more than just 
an inquiry into the effectiveness of its own 
specific performance; it should involve con- 
siderations of the soundness of its interpre- 
tations of the legislative expressions of 
policy and an evaluation of those policies 
themselves. This, in turn, necessarily must 
embrace a survey of conditions within the 
regulated industry as affected by the regula- 
tory policies of the agency and of such con- 
ditions and policies—not only upon the own- 
ers and customers of the regulated business, 
but also upon allied or competitive indus- 
trial groups—all viewed in the light of the 
general public interest, which is of para- 
mount importance. 


First witness was Mayor John B. 
Gage of Kansas City, who offered this 
proposal : 

That the Federal Power Commission, by 
new legislation, should be authorized in the 
control of the construction and extension of 
interstate gas pipe lines and the granting of 
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certificates of convenience and necessity to 
give force and effect on behalf of the Fed- 
eral government to the decisions, rules, and 
regulations of authorities of the state in 
which the natural gas originates which are 
designed in the opinion of that commission 
to promote sound conservation in the na- 
tional interest of the end use of the natural 
gas which the proposed pipe line is to be 
constructed to transport. 


Such legislation, Mayor Gage said, 
“would involve placing primary responsi- 
bility and authority where I believe it 
should in the first instance rest—that is, 
in the local regulatory authority. It would 
sweep aside all constitutional objections. 
The responsibility for conservation 
would rest primarily with the one most 
interested—the state conservation agency 
of the state where the gas was produced.” 

Governor Andrew Schoeppel of Kan- 
sas, who spoke as chairman of the Inter- 
state Oil Compact Commission, reviewed 
the history and accomplishments of the 
IOCC, and left little doubt that in his 
opinion the Federal government should 
not be given additional authority over the 
gas industry. He said: 

Practically every American citizen recog- 
nizes that whatever can be most efficiently 
done by the state or local government should 
not be attempted by the Federal government. 
We think this general principle is accepted 
by all men, regardless of political affiliation. 
If the conservation of gas and oil can best 
be carried out by the states, all will agree 
that the states should retain such power. 


Dr. E. DeGolyer, geologist and engi- 
neer, was put on the stand by the Natu- 
ral Gas Industry Committee. He declared 
that the present proven reserves of nat- 
ral gas in the United States amount to 
in excess of 140 trillion cubic feet— 
enough to last at present rates of produc- 
tion for some thirty-five years. Dr. De- 
Golyer said that “the outlook for the dis- 
covery of additional gas reserves in sub- 
stantial quantity is distinctly favorable.” 

Relative to his estimates on reserves, 
he added that if small fields are included 
and allowance is made for a probable ex- 
tension of discovered fields not yet fully 
explored, “we are justified in considering 
our present reserves to be something of 
the order of magnitude of 200 trillion 
cubic feet.” Dr. DeGolyer stated: 


In my opinion the outlook in the United 
States is for activity on an increasing scale 
in exploration for oil. I believe that the re- 
sult of such effort is likely to be the dis- 
covery of substantial reserves of natural gas. 

. . It is fairly well established by recent 
experience that there is greater likelihood 
of the mineral hydrocarbons occurring in 
the gaseous phase than of their occurring in 
the liquid phase under the relatively high 
pressures and high temperatures which pre- 
vail at great depth. We know that explora- 
tion to increasingly greater depths is and 
must be a marked characteristic of our con- 
tinued search for oil. 

It is on this basis that he contends that 
the outlook for discovery of additional 
gas reserves in substantial quantities is 
most favorable. 


MONG the witnesses on the second day 

of the hearing was T. A. Morgan, 
director of the conservation division of 
the Kansas Corporation Commission. He 
said that Kansas gas goes to Kansas and 
these states: Colorado, Missouri, Ne- 
braska, Iowa, Minnesota, South Dakota, 
Illinois, Indiana, Ohio, Michigan, and 
Oklahoma, and that about 80 per cent 
of the gas from the Hugoton field is ex- 
ported. There are no gas needs in Kan- 
sas that are not now being met, he said, 
explaining that there are some areas in 
the state which are not getting gas who 
want it but that there are no lines to these 
areas. 

The question of state versus Federal 
authority in certain phases of the natural 
gas business came to the fore at the hear- 
ing in the presentation of a resolution 
adopted by the Oil and Gas Production 
Committee of the Independent Petroleum 
Association of America. It was submit- 
ted by B. A. Hardey, an independent op- 
erator of Shreveport, Louisiana. The 
resolution stated : 

The regulation and jurisdiction over the 
production and conservation of natural gas, 
including gathering, compressing, recycling 

operations, gasoline plants, sale and delivery 

of natural gas at the point where interstate 
commerce commences, is the vested and con- 
stitutional right and power of the state and 
state regulatory bodies in which such is pro- 
duced, and no jurisdiction in that respect 
should be conferred upon the Federal Power 

Commission or other Federal agencies. Nor 

should the Federal Power Commission, or 

other Federal agencies, seek either to exert 
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or exercise any power or jurisdiction not 
specifically conferred by law under the Con- 
stitution. 

The power and jurisdiction over the end 
use of gas should not be conferred upon a 
Federal bureau. Competition between fuels 
should be left to the determination and de- 
cision of free competition stripped of the 
influence of special groups and advantages 
resulting from attempted administrative con- 
trol. The policy of the United States in re- 
spect to interstate commerce is freedom in 
competition, and such policy should be main- 
tained and continued. 

The authority for adequate regulations in 
the public interest governing the production, 
storage, gathering, and handling of natural 
gas now rests with the states and no Fed- 
eral laws are now either justified, demanded, 
or needed in this respect. 

The function of the Federal government 
under the Constitution is to regulate inter- 
state commerce. Federal agencies should no 
more assert jurisdiction over oil or gas op- 
erations within a state than the state should 
interfere with the transmission and trans- 
portation of natural gas in interstate com- 
merce. 

If and should the Federal Power Com- 
mission persist in its attempted control, 
either directly or indirectly, of the produc- 


tion, rece, gathering, and compressing, 


or the price of gas prior to its sale for re- 
sale from the main transportation line in 
interstate commerce, or in incorporating 
producing and gathering properties in the 
rate base for determining rates for transmis- 
sion in interstate commerce, then either the 
functions of the Federal Power Commission 
in respect to the interstate transmission of 
natural gas should be transferred to the In- 
terstate Commerce Commission now having 
control of the transportation of other com- 
modities in interstate commerce or otherwise 
the jurisdiction of the Federal Power Com- 
mission should be, by additional legislation, 
clearly limited to the interstate transporta- 
tion of gas and the sale of gas in interstate 
commerce for resale. 

The policy of the Federal Power Com- 
mission in attempting to give gas-producin 
and -gathering properties a utility status a | 
the valuation of gas-producing properties 
and natural gas on a cost formula is with- 
out and beyond the jurisdiction of the Fed- 
eral Power Commission. The utility princi- 
ple of regulation is not and cannot be adapted 
to the gas-producing and -gathering business 
and at the same time maintain a healthy in- 
dustry. The devaluation of gas-producing 
and -gathering properties and natural gas in 
low-cost gas-producing areas based upon 
cost directly tends to encourage waste, de- 
stroys the inducement to save gas, and is a 
positive deterrent and obstacle to gas con- 
servation and good gas-producing and 
-gathering practices. 
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The Congress of the United States has 
the sole and exclusive function of legisla- 
tion with respect to the factors and princi- 
ples controlling the granting or withhold. 
ing of certificates. The Federal Power Com- 
mission is without power to legislate in these 
respects by the attempted promulgation of 
rules, legislative in nature, not prescribed 
by Congress, for adjudicating the granting 
or withholding of certificates of convenience 
and necessity. 

Efforts of the Federal Power Commis- 
sion to extend, by means of its power to 
regulate sales of gas for resale in interstate 
commerce, its jurisdiction to the gas-pro- 
ducing and -gathering properties of a pro- 
ducer who is not a natural gas company ex- 
ceed the power vested in the commission. 
The conservation, marketing, and the pre- 
vention of waste of gas will be substantially 
aided by the removal of such unauthorized 
threats and attempts either by abandonment 
of such efforts or by legislative mandate. 

That the exercise by the Federal Power 
Commission, or other Federal agencies, of 
an overlapping or concurrent jurisdiction 
with that properly vested in the states under 
their power of sovereignty results and will 
result in chaos, confusion, and contradictions 
which are and will be injurious to the in- 
dustry, the public, and tend to make inert 
the effectiveness of both the Federal and 
state agencies; that both Federal and state 
agencies should have their respective power 
or jurisdiction clearly defined so that there 
will be no interference of the one with the 
proper functioning of the other. 


Mr. Hardey’s testimony was chal- 
lenged by Tom McGrath, counsel for the 
railroad and coal interests, and George 
Slaff, chief counsel for the FPC investi- 
gating staff. McGrath sought to prove 
that the coal interests had been granted no 
special advantages by the FPC and he 
joined Slaff in protesting any suggestion 
that the FPC has gone outside of the 
statutes under which it operates in the 
actions it has taken. They also attempted 
to prove that the gas industry, and par- 
ticularly the general public, has not been 
injured by actions taken by the FPC. 
However, Mr. Hardey asserted that as a 
result of FPC actions, which have been 
upheld by recent court decisions, the 
fears expressed in the resolution persist 
in the industry. 


PPEARING for the state of Kansas, Dr. 

P. E. Pratt, of the Midwest Re 
search Institute, Kansas City, Missouri, 
reported on studies which his institute 
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has made with respect to the manufac- 
ture of plastics and synthetic rubber, as 
products of natural gas. He estimated 
that the gas going into synthetic products 
represents less than one per cent of the 
national production of gas, and stated 
that none of the heating or lighting quali- 
ties of the gas were destroyed in remov- 
ing the by-products. He stated that it is 
possible to make the synthetics from oil 


BOY! THAT’S HARD TO DO 


and coal, although they are more procur- 
able from gas. 

Cross-examined by Chief Counsel 
Slaff, Dr. Pratt said that the synthetic 
industry could stand a higher price at the 
well than the current one-tenth of a cent 


per pound. 


B® JAMIN MILLER, private consult- 
ant of New York city, was another 
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witness appearing for the state of Kan- 
sas. In testifying regarding a survey of 
plants actually producing materials from 
natural gas, including synthetic rubber, 
he said that gas could go to 15 cents per 
MCF and still compete with coal for mak- 
ing these products. On the question of 
transportation, he said that it would be 
cheaper to establish manufacturing plants 
near the gas fields and ship the manufac- 
tured products for further processing 
than to pay for the transportation of the 
gas to distant manufacturing points. He 
also said that the availability of an ade- 
quate labor supply, however, has much 
to do with dictating the location of the 
manufacturing plants. 

J. C. Hawthorne, chemical engineer of 
the Kansas City Testing Laboratory, 
also appearing for the state of Kansas, 
discussed the economics and feasibility of 
the possible uses of natural gas as an in- 
dustrial raw material. He urged that nat- 
ural gas be used for the development of 
chemical industries in the areas of pro- 
duction. But he said that these chemical 
industries sometimes are fearful of lo- 
cating in production areas unless they can 
be assured of an adequate supply of nat- 
ural gas as a raw material for a number 
of years. If the gas is allowed to go to 
distant markets, he said, it might have 
the effect of discouraging such indus- 
trial plants from locating in the produc- 
ing areas. However, he agreed that if 
there is adequate production in an area 
to fill the needs of local industries then 
any additional production should be al- 
lowed to go to any markets where it will 
be used. 
fp question of control over “end 

use” of natural gas came to the fore 
in one of the hearing sessions, in the testi- 
mony of Milton M. Kinsey, president of 
the St. Louis Board of Public Service. 
He stated: 

St. Louis is seeking to arrange for straight 
natural gas service for both domestic and 
commercial use throughout the city. At 
present the Mississippi River Fuel Corpora- 
tion has a pipe line running into St. Louis 
furnishing straight natural to fourteen in- 
dustrial concerns and natural gas to the 
Laclede Gas Light Company which mixes it 


with manufactured gas to serve the other 
industries desiring gas as well as the do. 
mestic companies. This is the contractual 
arrangement between Mississippi and La- 
clede, and efforts are now being made to 
alter this so that the pipe-line company can 
provide Laclede with sufficient straight nat- 
ural for all purposes. 

We view with concern the growing tend- 
ency to suggest the restriction or prohibi- 
tion against the exportation of natural gas. 
In this category also is the substitute sug- 
gestion for the enactment of severance taxes 
which would have a similar final result. ... 
It would seem that a ‘provincial policy on 
the part of one state which is the producer 
of a natural resource would tend to en- 
danger retaliatory action by other states who 
produce other natural resources. 


Then Mr. Kinsey said, with respect to 
the “end use” of natural gas: “The city 
of St. Louis is opposed to any control 
over the ‘end use’ of gas unless it can be 
demonstrated beyond any reasonable 
doubt that, as a national policy, such con- 
trol is essential.” He added: 


... We do not recommend that the authority 
of the Federal Power Commission be ex- 
tended to include jurisdiction over direct 
sales unless that be the only legal ground. 
We would prefer state regulation because 
we do not believe the resultant divided re- 
sponsibility of the state commission and 
other industrial sales in the same city under 
the jurisdiction of a Federal commission 
would be the most desirable arrangement. 


Following Mr. Kinsey, Ben C. Com- 
fort, president of Mississippi River Fuel 
Corporation, after explaining the con- 
tractual relations between his company 
and the Laclede Gas Light Company of 
St. Louis, observed that since natural gas 
competes with oil and coal the natural gas 
companies must have some flexibility 
and therefore must not be subjected to 
rigid regulations because neither coal nor 
oil is so subjected. 


Sh... various problems of a producing 
state in connection with the ex- 
portation of natural gas into other states 
were gone into at some length by Richard 
B. McEntire, chairman of the Kansas 
Corporation Commission. He offered 
for the record the following resolution, 
adopted September 15, 1945, by his com- 
mission : 

Be it resolved by the state corporation 
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commission of the state of Kansas that the 
natural gas resources and reserves of the 
state of Kansas are, and will be, a primary 
factor in the economic life and well-being 
of the state and, as such, demand mature 
consideration and intelligent administration 
in the conservation, production, and market- 
ing thereof. 

That an adequate supply of natural gas is 
necessary for the future welfare of the peo- 
ple of the state of Kansas and the general 
area in which the state of Kansas is located 
and for the future development and indus- 
trialization of said state and area. 

That presently known and developed re- 
serves of the state afford not only such fu- 
ture supply but provide a considerable sup- 
ply for exportation out of the area and to 
other localities where the same can be prop- 
erly and profitably marketed. 

That the present price at which a major 
portion of the Kansas gas production is be- 
ing sold is below the intrinsic value thereof 
and is not yielding a return commensurate 
to the true value of the product, which situ- 
ation is unfair to the landowner and producer 
owning such production and is detrimental 
to the economic welfare of the state as a 
whole, and which further hinders and im- 
pedes exploration for additional reserves. 

That it is the considered judgment of this 
commission that the exploitation of this re- 
source of the state was, in the first instance, 
the result of a desire on the part of pro- 
ducers for quick profits by making sales on 
the sole basis of a low price and unlimited 
production without regard to the prevention 
of waste or the protection of correlative 
rights; that the policy of establishing a rate 
base upon the production property of trans- 
mission companies based upon original cost 
thereof has the effect of making permanent 
the inequities and evils in the current de- 
pressed price. 

That new markets for gas available for 
exportation from the state should provide 
a fair price for the commodity and that such 
markets of this character should be actively 
encouraged and developed; that markets 
where such fair price is not available should 
be avoided. 

That it is the intent and purpose of this 
commission in the performance of its statu- 
tory obligations and duties to discharge the 
same fairly and impartially with a view to 
the accomplishment in the public interest of 
various ends and purposes hereinbefore set 
forth and to attain for the state of Kansas, 
as a whole, and the gas-producing sections 
thereof in particular, an opportunity to real- 
ize the true economic value and worth of 
this important natural resource. 


Commenting further, Mr. McEntire 
stated that Kansas has plenty of natural 
gas to meet its own industrial needs and 
to permit export, as well. “We are inter- 
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ested in obtaining additional markets for 
Kansas gas, but we want only the good 
markets,” he asserted. Later he ex- 
plained that he did not feel there are any 
“inferior” or “superior” uses for gas, 
but that the use of gas is justified for any 
purpose, as long as society can and will 
pay the price that the product is worth— 
emphasizing that by that he meant the 
price at the wellhead. He subsequently 
explained that price at the wellhead 
primarily determines whether a market 
is “good” or “bad.” It is most difficult, 
he said, to get people to conserve a 
product that is not worth much, adding 
that “at present prices we feel we're 
being exploited.” It is not fair, he said, 
to force natural gas into markets by rob- 
bing the landowner of the product at an 
unfair price. 

Referring to FPC’s “original cost” 
policy, Mr. McEntire said he did not 
know “how far the FPC can go in recti- 
fying its action” under present statutes, 
but unless some corrective steps are taken 
it will be difficult to obtain as great a 
degree of conservation as is desired and 
increased prices for gas. It may be well, 
he suggested, to consider the proposition 
of divorcing production and gathering 
from transportation, adding that this 
would no doubt be a long step in the op- 
posite direction of recent trends. “But 
being a wildcatter isn’t a public utility 
activity.” He said that “if an industry 
wants to burn Kansas gas and will give 
a proper and fair price for the gas, the 
industry can have it,” adding that the 
law of economics will take care of the 
uses to which gas is put. 

Mr. McEntire also stated that Kansas 
is going to insist before the FPC, when- 
ever a case involving Kansas gas is heard, 
that the word “public,” in the expression 
“public convenience and necessity,” is in- 
terpreted so as to include producers, in 
an effort to get a fair price for Kansas 


gas. 


O* the closing day of these hearings 
in Kansas City, Glen K. Gilcrest, 
engineer with the Missouri Public Serv- 
ice Commission, presented for the record 
the following statement, signed by Morris 


OCT. 25, 1948 





PUBLIC UTILITIES FORTNIGHTLY 


E. Osborn, chairman of that commis- 
sion, relative to the position of the state 
of Missouri concerning the use of nat- 
ural gas: 

It is the position of the state of Missouri, 
speaking by and through its public service 
commission, that natural gas should be made 
available to the people and businesses in this 
state in quantities sufficient to serve every 
demand for the use of natural gas. 

Since the state of Missouri is principally 
a consuming state but adjacent to the pro- 
ducing area, this state is opposed to the 
transportation of natural gas through this 
state for use beyond its borders if that use 
beyond the borders of this state will have 
the effect of curtailing the supply of natural 
gas that will be available for use in this state. 


During the period of these hearings 
the Federal Power Commission mem- 


bers made a week-end tour of the natural 
gas fields in Kansas. 

Nearly ninety exhibits were put on file 
before the commission by the testifying 
witnesses at this meeting. Some were 
brief statements; others were extended 
documents with charts, maps, and 
graphs. 

The hearings just held at Kansas City 
were the first of a series to be held in the 
Midwest natural gas-producing states, 
The next hearing was scheduled to open 
on October 9th in Oklahoma City—then 
in New Orleans on October 30th and in 
Dallas November 27th. The state of 
Mississippi has asked for a hearing to be 
held within that state. 

—R. S.C. 





Tom Walker’s Gold Button for the 
Electric Industry 


Bip press, radio, and even the mov- 
ies are having quite an epidemic 
these days of now-it-can-be-told stories. 
This is the inevitable result of the re- 
moval of military censorship. The mys- 
tery of radar, floating harbors, cloak- 
and-dagger episodes of our brave es- 
pionage and counterespionage agents, 
all the various hush-hush items which 
the average editor would have given a 
fortune for (well, anyway, 5 cents a 
word) six months ago. Today they all 
tumble on. his desk in such a heap that, 
for variety, he must look around for good 
old reliable axe murders and complaints 
about the local smoke nuisance. 

Despite this lush period of medal 
awards, bouquet throwing, and general 
commendation, a recent publication, is- 
sued by the Council of Electric Operat- 
ing Companies, stands out as an interest- 
ing account of remarkable wartime ac- 
complishment. First, because it chron- 
icles the war deeds of the operating elec- 
tric power companies. Second, because 
it marks the passing—the nunc dimittis, 
so to speak—of that unique war-born 
agency, the Council of Electric Operat- 
ing Companies. Both reasons are worthy 
of some note. 
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It is probably correct to say that the 
average citizen does not consider his 
electric utility company in the usual sense 
of a war industry. It did not make 
such sensational news as airplane manv- 
facturing, munitions, shipbuilding, and 
other more glamorous direct production 
industries, whose activities immediately 
fashioned the weapons and _ general 
equipment of our victorious war effort. 
Electric companies and their workers 
were not even eligible for the Army- 
Navy “E” award. Yet they served and 
slaved just as devotedly. They carried 
not only the manifold increase of war 
load but also the double burden of serv- 
ing the civilian home front. 


(=. the most efficient ship- 
yard, airplane factory, and so forth 
would have been as useless as the Pyra- 
mids without the vitalizing service of 
adequate and dependable electric power. 
These comments are made in retrospect 
merely to point up the conclusion that 
the operating electric utility, with rela- 
tion to direct production war industries, 
was something like the relation of 
Martha to Mary in the Bible story re- 
lated in St. Luke’s gospel. Martha, it will 
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be recalled, stayed in the kitchen and at- 
tended to the arduous task of cooking 
and serving the Lord and his disciples. 
This, while Mary, the younger sister, sat 
close to the Lord and took direct part in 
the pious discussions. It should also be 
recalled that Martha was recognized by 
the Lord as just as qualified for salvation 
as her more scintillating sister. 

The Council of Electric Operating 
Companies was the national association 
called into existence immediately after 
Pearl Harbor to function as a central 
liaison agency between this great service 
industry and the war agencies of the 
Federal government. In short, it was 
dedicated to this single purpose: “To 
place itself at the disposal of the govern- 
ment and the war agencies for whatever 
it might be called upon to do towards 
promoting victory.” 

Now that victory is at hand, this coun- 
cil is going out of existence just as hum- 
bly and unostentatiously as it was born. 
Only the little booklet, recently issued, 
will remain as a tangible reminder to 
those who were not immediately con- 
cerned with the work of the council that 
it ever existed at all. In itself, it is a 
brief, readable, and well-illustrated col- 
lection of testimonials and other de- 
scriptive matter to show that the electric 
operating companies did do their war 
job well. The success of the council, it- 
self, is written on the face of this splen- 
did record of its member companies. 


ge a thumb-nail sketch of such recog- 
nition by those who are best in a 
position to know, consider these brief 
quotations excerpted from the council’s 
booklet : 

Secretary of War Patterson said: 
“The nation’s electric light and power 
industry has never fallen down on its 
job.” 

Under Secretary of the Navy Gates: 
“The wartime achievements of the elec- 
tric industry well deserve the nation’s 
approval.” 

Chairman of the Maritime Commis- 
sion, Vice Admiral Land: “They deliv- 
ered the power we needed to build the 


ships. Our thanks for a job well done.” 

Chairman of the War Production 
Board, J. A. Krug: “Power has never 
been too little or too late.” 

Ex-Director Edward Falck of the Of- 
fice of War Utilities : “No other industry 
can top their performance record.” 

A number of other officials bore simi- 
lar testimony, including Chief of Army 
Engineers Eugene Reybold, Major Gen- 
eral Hershey, director of Selective Serv- 
ice, and chairman of the War Manpower 
Commission, Paul McNutt. These state- 
ments, in considerably more detail, were 
gladly written for the council’s farewell 
booklet. The following paragraph from 
the text perhaps strikes the keynote of 
the electric operating utility industry’s 
war effort: 

We may thank our “lucky stars” that the 
responsibility for the planning of wartime 
power rested principally on those who had 
had years of experience in the practical op- 
eration of power plants and electric facili- 
ties. Only those trained in a school where 
economy of men, money, and materials is 
important, could have produced the highest 
results in an all-out war. Only those dedi- 
cated to a tradition of dependable, “on-the- 
spot-when-needed” service could haye set up 
the war record the electric light and power 
industry has established. 


Y® this little testimonial publication 
in its attractive format is something 
for the electric operating industry to be 
proud of because it does reduce the in- 
dustry’s war record to a brief yet com- 
prehensive and readable account. The 
individual company, operating in its 
own sphere, can afford to be as compara- 
tively proud of this record as the veteran 
is of his citations and decorations. It can 
also be proud of the work of the council, 
and especially of its moving spirit—Tom 
P. Walker, whose selfless and cheerful 
devotion to his mission during the dark 
and critical war years was so well known 
to anyone concerned with utility matters 
in the nation’s capital. Characteristically, 
there is nothing in this little booklet to 
reflect the agony problems which Tom 
and his staff must have had and their 
success in meeting them. Another book- 
let could easily be written on that alone. 
—F. X. W. 
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Nation-wide Operator Toll Dialing 
Is on the Way 


N a few years’ time—probably within 

the next decade—Bell system long- 
distance operators will be dialing calls, 
directly and unassisted, straight through 
to the called telephone even though it be 
at the other side of the continent. 

Use of this method on a nation-wide 
basis will be one step toward the ulti- 
mate goal, recently stated by President 
Walter S. Gifford of the American Tele- 
phone and Telegraph Company, of “dial- 
ing anyone anywhere in the United 
States or perhaps anywhere in the world 
just as simply and promptly as you dial 
the telephone of a neighbor in your own 
home town.” This long-range goal, as 
Mr. Gifford points out, is “undoubtedly 
many years away from practical use.” 

Operator toll-dialing methods and ad- 
vantages are described in the September 
24th issue of the Bell Telephone Maga- 
zine by Assistant Chief Engineer James 
J. Pilliod and Assistant Vice President 
Harold L. Ryan of the American Tele- 
phone and Telegraph Company. 

Two developments, they point out, 
contribute principally to operator toll 
dialing on a nation-wide basis. 

One is a new system of equipment for 
toll-dial switching which functions eco- 
nomically and with uncanny accuracy. 

The other development is the toll-dial 
operating method itself. An important 
feature of this method is a nation-wide 
numbering plan, which may be univer- 
sally used by all outward long-distance 
operators to complete a call to any tele- 
phone connected to the toll network. Un- 
der this plan, the nation is divided into 
60 to 75 “numbering-plan areas,” each 
designated by a distinctive 3-digit code. 


ELEPHONE engineers predict that 
the chief advantages of the plan will 
be increased speed, approaching an av- 
erage of one minute to complete connec- 
tions; more accurate service, less sus- 


ceptible to interruption and cutoffs; 
more dependable service twenty-four 
hours a day; and ability to handle more 
calls. 

About 5 per cent of the daily 2,700,- 
000 toll board calls are being handled at 
present by the operator toll-dialing meth- 
od. Under this method the customer 
dials the outward toll operator, who in 
turn completes the call to the distant tele- 
phone through toll-dial equipment— 
usually without the assistance of another 
operator. 

To the extent feasible, an entire:state 
will be included in a numbering-plan 
area, although certain larger states, such 
as New York, Texas, California, and 
Illinois, would have to be subdivided into 
several areas. 

No change of customers’ telephone 
numbers or of local dialing practice is 
necessary. 

On many calls, the operator needs 
only a reference to the records at her 
switchboard in addition to the number 
given by the calling customer to have 
the entire routing code necessary for the 
completion of the call. Thus, if a call 
were being made from Chicago to New- 
ark, New Jersey, MArket 2-2100, the 
Chicago operator would determine from 
her record that New Jersey’s area code 
is, let us say, 312 and would dial 312 
followed by the listed number MA 2- 
2100. 

But on a call to Newark from 
Camden, New Jersey, both of which are 
within the same numbering-plan area, 
the area code would not be required and 
the operator in Camden would simply 
dial the listed number, MA 2-2100. 

The dial equipment: not only will se- 
lect the proper route to any area and 
guide the call through the intermediate 
points to the desired telephone, but will 
select alternate routes automatically if 
all circuits on the first route are busy. 
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The March of 
Events 


AGA Holds Annual Meeting 


OVERNOR Clarence Meadows of West Vir- 
ginia was the guest speaker at the anrual 
meeting of the American Gas Association, 
held October 24th and 25th at the Engineering 
Societies building, New York city. Governor 
Meadows selected ‘‘Gas and Modern Living” 
as his subject. Other guest speakers were Ralph 
W. Gallagher, chairman of the board, Stand- 
ard Oil Company of New Jersey, who 
spoke on “The Industry and the War,” and J. 
French Robinson, president of the association 
and president of the East Ohio Gas Company, 
Cleveland. Mr. Robinson reviewed the record 
of the association in the past year and out- 
lined the gas industry’s plan and program for 
meeting postwar problems. 

The meeting opened on October 24th with 
the treasurer’s report by Edward F. Barrett, 
treasurer of the association and president of 
Long Island Lighting Company. Ernest R. 
Acker, president, Central Hudson Gas & Elec- 
tric Corporation, Poughkeepsie, New York, 
and chairman of the association’s nominating 
committee, presented the list of nominees for 
officers for election by the membership at the 
morning session of the twenty-fourth. Ad- 
dresses by Messrs. Gallagher and Robinson 
concluded the opening sessions. 

On October 25th the meeting opened with 
a detailed presentation of the association’s en- 
larged program of research, advertising, and 
sales promotion. Mr. Acker, chairman of the 
special committee which made this program 
possible, presided. D. A. Hulcy, president, 
Lone Star Gas Company, Dallas, Texas, and 
chairman of the promotional committee, de- 
scribed the industry’s sales promotion plans. 
H. Vinton Potter of the AGA described the 
New Freedom Gas Kitchen program and E. 
P. Noppel, Ebasco Services, chairman of the 
codrdinating committee on reasearch, and P. 
T. Dashiell, chairman of the gas production 
research committee and vice president of Phila- 
delphia Gas Works Company, outlined the ex- 
panded research program. 

Governor Meadows spoke on the place of 
gas in the pattern for modern living at 
the session on October 25th. The remainder 
of the morning session was devoted to pres- 
entation of the American Gas Association 
awards. These included special gifts to all past 
presidents, the Charles A. Munroe Award, the 
AGA Meritorious Service Award, the Mil- 
lion Man-hour awards, and the McCall’s 
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Home Service Award. The report of the 
time and place committee for the 1946 con- 
vention was also made at this session. 

Following the second general session, com- 
pany delegates met to elect company members, 
directors, and the general nominating commit- 
tee for 1946, 

Afternoon sessions on both days were de- 
voted to meetings of management committees 
of various sections and the election and ap- 
pointment of members of these committees for 
the coming year. 


Wholesale Natural Gas Rates 
Reduced 


HE Federal Power Commission on Octo- 

ber 4th announced its acceptance of new 
rate schedules filed on October 1, 1945, by the 
Colorado Interstate Gas Company which re- 
duced its interstate wholesale natural gas rates 
by $2,793,000 a year, based on its 1944 sales. In 
accordance with the commission’s order of 
March 18, 1942, which was upheld by the Su- 
preme Court of the United States on April 
2, 1945, the new rates are to be made effective 
on all bills rendered on and after May 20, 1942. 
As a result, the company will be required to 
refund to its customers in excess of $8,500,000, 
representing the difference between the re- 
duced rates which the commission ordered 
put into effect in May, 1942, and rates the com- 
pany has continued to charge during the 3- 
year period in which it unsuccessfully contested 
the commission’s order in the courts. 

The new rates will effect a 41 per cent re- 
duction in the company’s revenues from the 
sale of gas to distribution companies in Colo- 
rado and to two pipe-line companies serving 
communities in Colorado, Wyoming, Kansas, 
Nebraska, Iowa, Illinois, and Indiana, and will 
cut the company’s average rates from 26 cents 
per McF to 15 cents to customers served from 
its Denver pipe line. 

Since May, 1942, the company has deposited 
with the United States Court of Appeals for 
the Tenth Circuit $6,842,000, to be refunded to 
its customers if the commission’s order was 
upheld by the courts. The refund of $8,500,- 
000 to be made as a result of the rates accepted 
by the commission will exceed the funds im- 
pounded with the court by $1,658,000 and rep- 
resents an added 25 per cent over deposits with 
the court. Colorado Interstate must now pay 
in this additional $1,658,000 


OCT. 25, 1945 





PUBLIC UTILITIES FORTNIGHTLY 


WPB Ordered Abolished 


pao Truman gave orders on October 
4th for the abolition of the War Produc- 
tion Board and its replacement by a new Civil- 
ian Production Administration, effective No- 
vember 3rd, to speed an orderly transition from 
war to peacetime production “with due re- 
gard for the stability of prices and costs.” 

Effective on the same date, the President ac- 
cepted the resignation of J. A. Krug as chair- 
man of He appointed J. D. Small to 
be administrator of the new agency. Mr. 
Small has been chief of staff of WPB under 
Mr. Krug since April. 

The executive order stated that the new 
agency was to do these things: 

(a) Expand production of materials which 
are in short supply. 

(b) Limit the manufacture of products for 
which materials or facilities are insufficient. 

(c) Control the accumulation of inventories 
so as to avoid speculative hoarding and un- 
balanced distribution which would curtail total 
production. 

(d) Grant priority assistance to break bot- 
tlenecks which would impede the reconver- 
sion process. 

(e) Facilitate the fulfillment of relief and 
other essential export programs. 

(£) Allocate scarce material to aid the sta- 
bilization program. 

The OPA was made a part of the Office of 
Emergency Management of the executive of- 
fice of the President and the administrator was 
authorized to terminate any functions trans- 
ferred from WPB and to take “all appropriate 
steps looking toward the liquidation of the ad- 
ministration.” 

Following issuance of the President’s order, 
Mr. Small reminded all industries concerned 
that any outstanding WPB regulations, direc- 
tives, orders, or delegations of authority 
would remain in full force and effect as in- 
struments of OPA until revoked or amended 
by that office. 


Coal Diverted to Gas Plants 


C= shipments consigned to eastern steel 
mills were ordered diverted to gas utility 
plants on October Ist because of spreading 
coal mine strikes. 

The Solid Fuels Administration took the ac- 
tion, reporting that 180 mines producing 350,- 
000 tons of bituminous coal a day were closed 
as a result of the foremen’s strike. 

Gas companies have only a 13-day reserve 
supply of coal, an SFA official said. 


FPC Nominations Approved 


HE Senate Interstate Commerce Commit- 
tee on October 2nd approved President 
Truman’s nominations for two positions on the 
Federal Power Commission. The nominees 
are Harrington Wimberly, Altus, Oklahoma, 
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publisher and former Oklahoma Democratic 
state chairman, for a term ending June 22, 
1948, and Richard Sachse, member of the Cali. 
fornia Railroad Commission, for a term end- 
ing June 22, 1947 


REA to Return to Washington 


5 5 headquarters of the Rural Electrifica- 
tion Administration, now in St. Louis, 
will be moved back to Washington as soon as 
space is available, President Truman said in 
a letter received on October 4th by Represent- 
ative John J. Cochran, Democrat of St. Louis, 

Cochran said the President informed him 
he thought the headquarters should be in 
Washington so that it would be accessible to 
members of Congress. 

Decision to return the agency to Washing- 
ton was made sometime ago, but Cochran, in 
a letter to Truman earlier in the week, asked 
that the offices be kept in St. Louis. He said 
many of the employees would wish to remain 
there and if they came back to the capital 
would have difficulty finding housing. 

Harold D. Smith, Director of the Budget, 
subsequently said fhat return to Washington 
of any of the more than forty Federal agen- 
cies artd offices which were transferred to 
other cities to make room for war activities 
could not be brought about in the near future. 

Mr. Smith said the President had been in- 
formed that some of the agencies were begin- 
ning to make preparations to return to Wash- 
ington and added: 

“The President feels that it would be a 
grave mistake to return any such offices be- 
fore six months or a year. The President di- 
rects that departments and agencies be in- 
structed not to arrange for the return of de- 
centralized offices until such time as the Bureau 
of the Budget deems it advisable.” 


NARUC to Hold Convention 


HE executive committee of the National 

Association of Railroad and Utilities Com- 
missioners, at its meeting in Washington on 
September 27th, voted to hold a 1945 conven- 
tion. This decision of the committee leaves 
unbroken the continuous line of conventions 
which have been held each year since the first 
NARUC meeting in 1889. 

It will be recalled that the committee voted 
to omit the 1945 convention at its meeting in 
Chicago on July 12th, because of anticipated 
heavy rail traffic resulting from the redeploy- 
ment of soldiers from the European theater of 
operations to the Pacific area. In view of the 
cessation of hostilities with Japan, which 
changed greatly the transportation situation, 
and in view of the regulatory problems which 
the committee felt called for common coun- 
sel and consideration at a general meeting of 
all of the state commissions, it was the con- 
sensus of opinion that a convention should be 
held as usual this year. 
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The convention will be held at Miami Beach, 
Florida, at the MacFadden-Deauville hotel, 
December 4th to 7th, inclusive. 

The business program, as tentatively selected 
by the committee, will include such topics for 
discussion as ““Postwar Transportation,” “The 
Natural Gas Investigation,” “Future of Tele- 
communications As Result of Improvements 
Made during the War,” “The Utility Rate 
Base,” “The Utility Rate of Return,” “Lo- 
cal Regulation of Commercial Aviation,” and 
“The Importance of Exercising State Sover- 
eignty.” A distinguished list of speakers will 
be invited to lead the discussions on these 
timely and important subjects. 


Truman Urges More TVA’s 


PEAKING to 25,000 gathered at the base of 
. the new Gilbertsville dam to hear him dedi- 
cate the new $115,000,000 link in the Tennessee 
Valley Authority system, President Truman 
reiterated his appeal for creation of similar 
valley authorities in the nation’s great water- 
sheds, with especial emphasis on the Missouri, 
Columbia, and Arkansas. 

The President in his formal address said that 
local or Federal control over such projects 
was a matter for the people to decide and added 
that the Federal-state pattern set forth in the 
TVA was no hard and fast procedure for other 
watershed developments. 

His formula was that regions may reject 
Federal development on control of their rivers 
and choose development under state supervision 
or control by a group of states operating 
through non-Federal compacts. 

“Let me emphasize,” he said, “that in the 


last analysis such development is a matter for 
the people themselves to decide. Here in this 
valley state and local agencies, public and 
private, have joined with TVA in a two-way 
partnership. This was a natural result of 
regional decentralization.” 

Mr. Truman promised that he would con- 
tinue his policy of development of watersheds, 
and recalled that as a Senator he had sup- 
ported the TVA legislation from beginning to 
end. 

“Careful planning and common sense de- 
velopment can convert the idle and wasting 
resources of other valleys into jobs and better 
living,” the President said. 

He called specifically for water-power, ir- 
rigation, and soil erosion projects on the Mis- 
souri, Arkansas, and Columbia rivers. 


Plans Gas Pipe Line 


HE Federal Power Commission has re- 

ceived an application filed under § 7 of the 
Natural Gas Act, as amended, by Michigan- 
Wisconsin Pipe Line Company, newly or- 
ganized subsidiary of American Light & Trac- 
tion Company, for authorization to construct 
and operate a natural gas pipe line of ultimate 
320,000 mcr daily capacity from the Hugoton 
gas field, Hansford county, Texas, to markets 
in Missouri, Iowa, Illinois, Wisconsin, Indiana, 
and Michigan with an ultimate terminus near 
Detroit. 

Estimated cost of the initial construc- 
tion for the project is $49,000,000, with addi- 
tional construction during the first four years 
of operation bringing the total estimated cost 
to $70,000,000. 


Georgia 
days, Commission Chairman McDonald said. 
The commission also intends to press for 


an early hearing before the Federal Power 
Commission on the pending investigation into 


May Argue Gas Company Sale in 
Atlanta 


Bem state public service commission’s op- 
position to the purchase of the Atlanta Gas 
Light Company by the Southern Natural Gas 
Company may be argued in Atlanta. The com- 
mission’s decision to formally intervene before 
the Securities and Exchange Commission in 
an effort to prevent the transaction was an- 
nounced early this month by Commission 
Chairman Walter R. McDonald. 

He said also that the commission has asked 
the SEC, which is located in Philadelphia, to 
schedule the hearing in Atlanta, “where in- 
terest in the case is centered.” Ordinarily, all 
SEC proceedings are carried out in Phila- 
delphia. 

The Federal body has set October 29th as 
the date on which it will hear the arguments. 
Whether the hearing will be held in Atlanta 
or elsewhere would be determined within a few 
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rates charged by the Southern Natural Gas 
Company to the Atlanta Company, McDonald 
disclosed. 

The Southern Natural Gas Company owns 
the natural gas pipe lines which supply all 
natural gas sold in Georgia, the state commis- 
sion chairman said in'a statement, and the 
Atlanta Gas Light Company purchases its en- 
tire gas requirements from the pipe-line com- 


pany. 
Under the declaration filed with the SEC, he 
said, the Southern Natural Gas Compan 
proposes to purchase outright the capital hook 
of the Atlanta Gas Light Company, giving it 
complete corporate control over the local dis- 
tributing company. Such a _ transaction, 
McDonald said, would be detrimental to the 
public interests and to the interests of gas con- 
sumers “since the resulting interlocking control 


OCT. 25, 1945 





PUBLIC UTILITIES FORTNIGHTLY 


would completely remove arm’s-length bar- 
gaining and impair future regulation of the 
cost of gas purchases by the Atlanta Company 
from the Southern Natural Gas Company.” 


McDonald said the commission felt Georgia 
interests should be given an opportunity to 
bid for purchase of this “purely local Georgia 
business, the Atlanta Gas Light Company.” 


Kansas 


Finds Project Logical Answer 


| perm sponsored projects for the develop- 
ment of water resources are worthy of “the 
most intelligent consideration,” as an answer 
to threats of Federal encroachment, such as 
a Missouri Valley Authority, upon the rights 
of the people, Governor Andrew Schoeppel 
said in a private conversation recently at a 
meeting of Kirwin old settlers. 

Governor Schoeppel, conferring with John 
M. Gray, former Republican state representa- 
tive and senator, said: 

“TIT am keenly interested in the Kirwin 
project, and any project which promises bene- 


fits to the people. I consider this type (the 
Kirwin project) of development an example 
of how local foresight and effort can uphold 
local rights in the face of a threatened (MVA) 
authority.” 

Kirwin is a key point in the United Siates 
Bureau of Reclamation’s Kirwin project, 
which proposes to utilize waters of the north 
fork of the Solomon river and Bow creek to 
irrigate 11,000 acres of farm lands subject 
to periodic crop losses due to natural moisture 
shortages. The project is a unit in the co- 
Ordinated program of the Bureau of Reclama- 
tion and the Army Corps of Engineers for 
utilization of waters of the Missouri basin. 


> 
Kentucky 


May Purchase Power Plant 


HE city of Henderson was recently re- 

ported to be interested in the possibility 
of buying the entire electrical generating plant 
of the Ohio River Ordnance Works, but has 
not made any decision as to whether it will 
purchase the plant if the Reconstruction Fi- 
nance Corporation wants to sell it, M. R. 
Posey, superintendent of the municipal light 
plant, said. He denied reports the city wanted 
to buy one of three generating units making 
up the power plant. He said the city under- 
stood that the Rural Electrification Adminis- 
tration and the Kentucky Utilities Company 


also were interested in the power plant. 

Efforts also have been made by Henderson 
businessmen to interest some large industrial 
concern to take over the Ohio River Ordnance 
plant as a whole, Posey added. 

In Louisville, J. Fort Abell, manager of the 
Louisville loan agency of the RFC, said he 
had been approached by Henderson city of- 
ficials who had asked about buying a portion 
of the power plant. Abell said the RFC ad- 
vertised the electric power installation at the 
ordnance plant at Henderson for sale as a 
single unit. He explained that at the present 
time a survey is being conducted to determine 
whether this can be done. 


Louisiana 


Gets Line Franchise 


HE police jury at their meeting in Abbe- 
ville early this month granted a franchise 
to the Jeff Davis Electric Codperative, Inc., 
for the extension of an REA line in the Guey- 
dan area of the eighth ward of Vermillion 


parish. The codperative was declared ready 
to start the extension of its lines from a point 
along the Mermentau river to the eighth ward 
of Vermillion parish to serve residents of the 
rural areas. The franchise does not permit the 
establishment of the REA lines in incorporated 
communities. 


* 
Michigan 


Out of Gas Export Proposal 


eee nny it already has taken steps to 
provide a more adequate supply of nat- 
ural gas to Detroit, the Michigan Consolidated 
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Gas Company has declined to intervene in the 
Federal Power Commission case involving the 
proposed export of gas to Canada. : 
In a message to the city council, Henry Fink, 
company vice president, said Michigan Con- 
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solidated approved the position the city had 
taken against exportation of gas, but believed 


“we could add little weight to the able efforts” 
of the city and county. 


Missouri 


City Allowed to Intervene 


= city of St. Louis has received from the 
state public service commission permission 
to intervene in the commission’s inquiry, 
started two months ago, into original cost of 
the property of Union Electric Company of 
Missouri and the reasonableness of the com- 
pany’s rates to customers. 

City Counselor George L. Stemmler was 
notified on October 3rd that reasonable access 
to the working papers of the commission staff 
and the right to confer with the staff was 
granted. 

Intervention carries the right to offer evi- 
dence, cross-examine witnesses, and be heard 
in briefs and arguments. The Federal Power 
Commission, which is conducting a simultane- 
ous inquiry into Union Electric matters, has 
instructed its chief representative in St. Louis, 
Keith H. Kittle, to confer with the city coun- 
selor and permit access to working papers. 

The city has contended that Union Electric 
rates should be reduced to the level of those 
ot Laclede Power & Light Company, recently 
absorbed by Union Electric, and it has served 
notice of a desire to inquire into the effect 


of the company’s $600,000 secret political slush 
fund of the thirties on rates. 


Votes to Send Group on Tour 


oe state senate on October 2nd passed 
a measure authorizing a commission to 
tour the Missouri river valley and determine 
advisability of establishing a Missouri Valley 
Authority. The bill passed 23 to i. 

The commission, the same one that toured 
the Tennessee valley to determine adaptability 
of an authority similar to the Tennessee Valley 
Authority to the Missouri river basin, is com- 
posed of seven members, four from the state 
legislature and three nonlegislative members. 

Senator Edward V. Long of Bowling Green, 
a member of the commission, in handling the 
bill on the floor of the senate, said the TVA 
survey commission had not submitted a report 
on the survey made of the TVA because it 
wanted first to view the Missouri river basin. 

“To give a report on the advisability of es- 
tablishing an authority for the Missouri river 
basin similar to the TVA without seeing both 
sides of the picture would not be an accurate 
report,” Long said. 


* 
Nebraska 


Electric Consumers Get Cut 


Pataons of Nebraska City utilities got 
a reduction of approximately 20 per cent 
when they received their electric bills early 
this month. The reduction was promised in 
June when the city took over the utilities. 

Nebraska City’s three publicly owned util- 

ities—gas, water, and electricity—were sched- 
uled to become one recently, covered by a 
single bond issue of $1,125,000. The bonds 
were sold to the Wachob-Bender Corporation, 
Omaha. The city paid off $99,000 worth of gas 
and water revenue bonds and received the 
other outstanding utility bonds in exchange 
for the new issue. 
_ The new bond issue bears only 2 per cent 
interest, but is tax exempt. The bonds are to 
be paid off in twenty years but anticipated in- 
come of the three properties is expected to 
permit them to become debt free in a shorter 
time. 

The new $1,125,000 issue is made up of 
$950,000 in electric bonds, the price paid for 
the utility August Ist, and $175,000 which is 
all that remains of the $300,000 gas-water bond 
issues voted in 1941 when those two utilities 
were bought by the city. 
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Briefs Filed with FPC 


Wma Ritcu1e, Omaha, attorney for 
the Omaha Ice & Cold Storage Com- 
pany, and John Dawson, New York city, at- 
torney for the Nebraska Power Company, 
have filed briefs with the Federal Power Com- 
mission reiterating their positions on the ap- 
plication of Nebraska Power to sell $7,000,000 
of serial notes. 

Dawson contended the FPC does not have 
jurisdiction of the company for the reason that 
its common stock is owned by the Omaha 
Electric Committee, Inc., which is a public 
corporation. He also argued that the com- 
mission’s show-cause order has become moot 
because the original purchase contract of 
December 26, 1944, has been canceled by the 
contract of July 17, 1945. The commission 
ordered the company to show cause why its 
original contract should not have been filed. 

Ritchie in opposing the refinancing charged 
that the purchase of common stock by the 
Omaha Electric Committee, Inc., is in viola- 
tion of Nebraska statutes and that the entire 
transaction is invalid for the reason that the 
original purchase contract was not filed with 
the FPC, 
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New Jersey 


Plant Accounts Ordered Cut 


HE Public Service Electric & Gas Com- 

pany was ordered by the state board of 
public utility commissioners recently to make 
accounting adjustments to effect a $57,926,686 
reduction in the book values of its electric and 
common utility plants. 

A similar order, which is expected ultimately 
to result in action to reduce the electric rates 
of the company, was issued by the Federal 
gaa Commission in Washington on October 

th. 

The state agency said that both com- 
missions had found that the Public Service 
plants were valued at $57,926,686 more than 
their original cost. 

Orders from the state and Federal agencies 
were necessary because both have concurrent 
jurisdiction over the corporation’s accounts. 
The orders resulted from extended examina- 
tions by the two commissions of the original 
costs of the Public Service plants and lengthy 
hearings at which accounting adjustments 
were discussed. 

Upon the entry of the Federal and state 
orders, the New Jersey commission said it 
would proceed with hearings involving the 
original cost studies of the gas department of 
the company over which it has exclusive juris- 
diction. 

The gas proceedings were deferred pending 


final determination of the electric accounts of 
the company. 


Gas Distribution Resumed 


ESUMPTION of the distribution of illumi- 

nating gas for cooking and refrigeration 

was indicated on October 4th in the announce- 

ment that 600 gas repairmen had agreed to re- 

turn to work immediately while the issues over 

which they struck were submitted to the Na- 
tional Labor Relations Board. 

The announcement was made by Walter T. 
Margetts, chairman of the state mediation 
board, after a conference with Local 274, 
Journeymen Plumbers and Steamfitters, of the 
American Federation of Labor. The issue of 
the strike—whether the union can organize 
plumbers and steamfitters in the Montclair and 
Orange districts of the Public Service Electric 
& Gas Company—was submitted to the sec- 
ond region of the NLRB in New York. 

The strike of gas repairmen was particularly 
felt in Hightstown, Helmetta, Cranbury, and 
part of South Amboy, when a gas main sup- 
plying the area was cut off on October 2nd. 
Some 2,500 subscribers, many of them de- 
pendent upon the fuel for both cooking and 
refrigeration, could obtain none of it at all. 
The company said it could not tell who cut off 
the lines and the union also denied that it had 
done so. 


= 
New York 


Five-cent Fare Outmoded 


N reply to the usual endorsement of the 5- 

cent fare issue by the three principal 
candidates for mayor, Paul Windels, chairman 
of the Citizens’ Transit Committee of New 
York city, said recently: “the next mayor is 
due for the shock of his life when he tries 
to balance his first budget and discovers the 


real condition of the city’s overextended fi- 
nances. The transit question will be settled 
by the inevitable pressure of events beyond 
the control of any political party, candidate, or 
campaign manager. There is not the remotest 
possibility of any substantial modernization of 
the city’s subways or improvement in service, 
except on the basis of a_ self-sustaining 
fare.” 


Oregon 


to acquisition of the properties had changed 
since 1938, when at an election the voters 
ordered formation of the PUD with the view 


PUD to Press Suits 


EMBERS of the Clark County Public 
Utility District said recently that despite 
protest of a delegation of farmers, suits in- 
stituted to condemn the properties of three 
power companies operating in Washington— 
Portland General Electric, Northwestern Elec- 
tric, and Pacific Power & Light—would be 
carried on. 
D. M. Shattuck, of Proebstel, speaking for 
a group of ten, said that he and the others 
were of the opinion that public sentiment as 
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of acquiring the properties. He said that the 
farmers now are getting reasonable rates and 
service, and do not want a change. 

PUD Manager George Hibbert replied that 
if the farmers are satisfied now they will 
like the PUD operation even better because 
the service would be as good, possibly im- 
proved, and that the rates would be 20 per cent 
lower. ae 

Heye Meyer, chairman of the commission, 
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told the delegation that one of the suits, that 
against the Portland General Electric Com- 


pany, would come up for hearing in Federal 
court in Tacoma this month. 


Tennessee 


County Rights Upheld 


U S. Districr Judge Leslie R. Darr on 
e September 26th upheld the right of a 
county to receive payments made by the Ten- 
nessee Valley Authority in lieu of taxes on 
properties purchased from private ownership 
within the county limits even though the prop- 
erties themselves no longer exist. 

The judge made the ruling in a declaratory 
judgment suit brought by the TVA to clarify 
its obligations in such payments. The im- 
mediate issue was the payment of $6,320 to 
Polk county, although several other counties 
may be similarly benefited by the decision. 

In the 1942 fiscal year, the TVA paid Polk 
county $111,570.60 in lieu of taxes, including 
%,320 for certain transmission lines which 
later were abandoned. The Federal agency 


notified the county that under its interpretation 
of the law it would make the payment in the 
1943 fiscal year to the state of Tennessee rather 
than to the county. The county protested and 
TVA sought the declaratory ruling. 

“TI think Congress intended that the TVA 
should make payment to the counties in lieu 
of taxes on all power property purchased and 
operated for any length of time ... ,” the 
judge said in his opinion. He added: 

“Tt would seem absurd to argue that the 
Congress intended to provide that the payment 
in lieu of taxes would be only so long as the 
very physical property purchased and operated 
by the TVA existed. If this were the situa- 
tion any change by repair of the poles, towers, 
transmission lines, turbines, etc., would render 
the property different and would result in no 
payment in lieu of taxes.” 


Texas 


Plan Gas Hearings 


A SERIES of natural gas hearings will be held 
in Texas by a state senate investigating 
committee after the Federal Power Com- 
mission’s session in Dallas, it was decided at 
Austin on October 2nd. 

The senate committee, headed by T. C. 
Chadick of Quitman, met briefly to plan its 
broad inquiry into conservation and regula- 
tion of natural gas. It asked Chadick to 
present a brief to the FPC at Dallas on No- 
vember 27th outlining the committee’s pro- 
gram, 

“We want to notify the FPC that there is 
no question about the state government being 
alive to the problems about natural gas,” 
Chadick said. 

The committee will meet next at Dallas 
November 28th. Its other members are James 
E. Taylor of Kerens, secretary; Wardlaw 
Lane of Center; Howard A. Carney of At- 
lanta; and R. A. Weinert of Seguin. 
Members agreed that a series of hearings 
will be held in Texas after the FPC finishes, 
so members may gather information about re- 
serves, exportation, price, taxes, effectiveness 
of present conservation methods, and the ef- 
fectiveness of state regulations on interstate 
gas utilities. 

Chadick mentioned that Carthage and Pan- 
handle fields likely will be visited by the com- 
mittee early in its travels. Committee members 
said they had received numerous informal re- 
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quests to consider the dispute over royalty be- 
tween Carthage field landowners and gas com- 
panies. 

Lane said he believed a standard form oil 
and gas lease could be prescribed, in terms gen- 
erally understood by the public. He said it 
would not preclude special lease contracts, but 
would protect a landowner who believed he 
was signing the usual mineral lease. 


Butane Gas Rules Fixed 


Sg eg for handling butane gas have 
been signed by the state railroad com- 
mission, under the new law to improve the 
safety of this type of fuel. 

Attorney General Grover Sellers approved 
the form of indemnity bond for persons hold- 
ing liquefied petroleum gas licenses. It would 
pay up to $10,000 for any person killed or 
injured in an accident resulting from negli- 
gence on the part of the licensee or his agent, 
plus property damage insurance. 

Gus Strauss, head of the state railroad com- 
mission’s gas utilities division, said the new 
regulations follow in general aspects those in 
effect under the previous law. Two types of 
licenses are provided, $50 a year for those 
wanting to engage in various phases of the 
liquefied petroleum gas business, or $25 a year 
for those who want to engage in phases of the 
business other than hauling the gas. 

Improvement of truck transportation safety 
is a major aim of the new law. 
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The Latest 
Utility Rulings 


Distribution to Holding Company Creditors 
In Cash and Securities Upheld 


HE United States Circuit Court of 

Appeals reversed the district court 
decision in Re Standard Gas & E. Co. 
58 PUR(NS) 278, where it was held 
that holders of notes and debentures of 
a solvent holding company are entitled, 
in a simplification proceeding under the 
Holding Company Act, to a cash pay- 
ment instead of payment partly in cash 
and partly in common stock of other 
utility and underlying corporations. The 
lower court had refused to approve a 
plan under § 11(e) of the Holding Com- 
pany Act. 

The appellate court upheld the power 
of the Securities and Exchange Commis- 
sion to order the distribution in cash and 
securities, ruled that the courts should 
not substitute their notion of practical 
expediency for that of the commission, 
and sustained the ruling of the commis- 


e 


sion and the lower court that debenture 
holders were not entitled to call pre. 
miums. Concerning the manner of dis- 
tribution, the court said: 


We think that these proceedings under the 
statute are a type of reorganization and that 
the well-known and established methods of 
accomplishing reorganization in a manner 
fair to all parties may be applied. We find 
close analogy, though admittedly not direct 
support for our position in the Otis decision 
[Otis & Co. v. Securities and Exchange 
Commission (1945) 323 US 624, 57 PUR 
(NS) 65, 65 S Ct 483], and think that the 
sweep of that decision extends to the pres- 
ent fact situation. The public purpose of the 
statute and certain constitutional questions 
involved in it were discussed by this court 
in Commonwealth & Southern Corp. v. Se- 
curities and Exchange Commission (1943) 
48 PUR(NS) 72, 134 F(2d) 747. What was 
then said upon these points is reaffirmed 
here. 


Re Standard Gas & Electric Co. 


Commission Approval Required for 
Utility Sale to Municipality 


WATER utility company, according 

to a ruling of a New York court, 
may not transfer its property to a village 
without the consent of the commission. 
The New York commission has no ju- 
risdiction over rates or service of mu- 
nicipally owned waterworks, but the per- 
tinent statute prohibits any waterworks 
corporation from transferring its prop- 
erty to “any other person or corporation” 
without commission consent. 

The water company insisted that the 
word “corporation” means only a private 
corporation. It sought to avoid the exer- 
cise of regulatory power by the commis- 
sion over the transfer solely because 
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the proposed purchaser was a municipal 
corporation. 

The company conceded that the con- 
sent of the commission would have to be 
obtained if a transfer were proposed to 
be made to anyone else. 

The provisions of the Public Service 
Law requiring consent to transfer or 
lease of utility company properties, said 
the court, were intended to be operative 
with respect to the transferor rather than 
the transferee. They were designed to 
regulate the disposition of operating 
properties by utility companies—not 
their acquisition by others. The fund: 
mental question was whether a public 
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wtility corporation, having embarked 
upon a public enterprise and dedicated 
its property to the public use and having 
assumed the obligation to serve the pub- 
ic, could cease rendering such service 
without the consent of the public service 
commission. 

When an entire plant is proposed to 
be sold to a municipality, the court con- 
tinued, it may be that large numbers of 
consumers are located outside of the mu- 
sicipality, as in the case at bar. A ques- 
tion of public interest would clearly be 
presented as to such consumers. Once 
the transfer is made, the commission 
would have no jurisdiction over service 
or rates to nonresident consumers. Their 
interest could be protected only at the 
sage when a transfer to the municipality 
is proposed. 

This decision was made in a case 
where the company sought specific per- 
formance of a contract with the village. 


Commission authorization had been 
asked, but the commission had denied 
approval on the ground that the sale was 
not in the public interest. The commis- 
sion had considered the questiqn whether 
the price was excessive. 

The court said that if a sale is pro- 
posed at a highly excessive price, the 
municipality will naturally seek to earn 
a return thereon. While the commission 
would have no jurisdiction over munici- 
pal rates, the residents of the village are 
members of the public whose interests 
might be protected by the commission in 
connection with the transfer. The com- 
mission should have power at the time 
of sale to pass upon the question whether 
adequate service at reasonable rates 
could and would be maintained by the 
purchaser, whether it be a municipality 
or anyone else. Spring Brook Water Co. 
v. Village of Hudson Falls, 56 NY Supp 
(2d) 722. 


e 


Stockholders Not Entitled to Review of 
SEC Order on Reorganization Plan 


OLDERS of common stock of the 
Commonwealth & Southern Cor- 
poration have been denied the right to a 
review of an order of the Securities and 
Exchange Commission approving a plan, 
pursuant to § 11(e) of the Holding Com- 
pany Act, for recapitalization. The pri- 
mary question involved was whether the 
circuit court of appeals was the proper 
forum to test the commission’s orders 
pursuant to § 24(a) of the act, or 
whether the district court was the prop- 
er forum pursuant to § 11(e). 

The order of the commission was ex- 
pressly stated not to be deemed opera- 
tive to authorize any of the transactions 
contemplated by the plan until a district 
court had entered an order enforcing the 
plan. The order also conditioned the ef- 
fectiveness of the plan upon its approval 
by stockholders. The commission viewed 
= order as interlocutory. The court 
said : 


The conditional nature of the commission’s 


erder is apparently a method of so framing 
its mandate as to avoid the seeming incon- 
sistency involved in §§ 11(e) and 24(a) of 
the statute. 

If effective, an orderly review following 
commission action is provided for, through 
district court, circuit court of appeals, and 
possibly Supreme Court, in proceedings: in 
which all parties in interest may be partici- 
pants. The very question before us as to 
effectiveness of the device was before the 
second circuit in a case, which, while show- 
ing some difference on facts, presented no 
difference in legal question which we can 
see. Okin v. Securities and Exchange Com- 
mission (1944) 57 PUR(NS) 395, 145 
F(2d) 206 (remanded as to a point not rele- 
vant to our question (1945) 65 S Ct 1569). 


The second circuit in that case took 
squarely the position the commission con- 
tended for. The court stressed the sig- 
nificance of the express provision for 
general review in § 11(b) and its omis- 
sion in § 11(e) ; the practicalities of the 
situation; and the legislative history of 
the act, evincing a congressional intent 
that the relationship of the commission 
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and the district court should be exactly 
the same as that of the Interstate Com- 
merce Commission and the district court 
in railroad reorganization under § 77 of 
the Bankruptcy Act. The court in this 
case thought that decision was complete- 
ly in point. Lownsbury et al. v. Securi- 


7 


ties and Exchange Commission and 
Commonwealth & Southern Corp. (See 
Re Commonwealth & Southern Corp. 
(1945) 59 PUR(NS) 65 and supple. 

mental orders, Release No. 5895 (June 
30, 1945) and Release No. 5942 (July 
18, 1945)). 


Commission Lacks Power to Order Transfer 
Of Corporation Stock 


JUDGMENT setting aside an order 

of the Arizona commission for the 
transfer of stock in a motor carrier cor- 
poration operating under a certificate of 
convenience and necessity was affirmed 
by the supreme court of Arizona. It was 
held that the commission had infringed 
upon the power given by the legislature 
to private corporations. The order for 
the transfer was said to be the exercise 
of a power granted exclusively to the 
corporation and interfered directly and 
materially with its business and its rela- 
tionship with its stockholders. 

The order had resulted from an ap- 
plication by a shareholder for permission 
to transfer or assign his share of stock 
and “his interest” in the corporation to 
another. The shareholder proceeded upon 
the theory that he was one of the joint 
owners or associates or copartners in the 
ownership of the assets of the company, 
and he disregarded the legal entity of the 
corporation. His apparent purpose was 
to transfer physically what he considered 
to be his interest in the certificate of con- 
venience. 

The court said that it is elementary 
that a corporation is for most purposes 


z 


an entity distinct from its individual 
members or stockholders. Corporate 
property is vested in the corporation it- 
self and not in the stockholders. 

A contention by the commission that 
the corporation was not a party in inter- 
est and, therefore, not entitled to attack 
the order in court was overruled, the 
court stating : 


The corporation under the license issued 
it was legally bound to accept such super- 
vision and regulation, but, as above pointed 
out, the commission has no authority or ju- 
risdiction to control the internal affairs of the 
corporation. It cannot dictate who its officers 
shall be, whom it shall employ, who may in- 
vest money in it, nor what provisions it shall 
make for the recognition of its sharehold- 
ers, nor the manner of transferring shares of 
stock upon its books. The corporation and its 
officers occupy a fiduciary relationship to its 
stockholders. To protect themselves they 
must at all times know who the stockholders 
are so that they may know those to whom 
they are responsible. Chaos would result in 
all corporations if the corporation commis- 
sion, under the mantle of state authority, 
were permitted to dictate to a corporation to 
whom to issue and transfer its shares of 
stock. 


Corporation Commission et al. v. Con- 
solidated Stage Co. 161 P(2d) 110. 


No Appeal Allowed from Statement of 
Policy by Commission 


HE circuit court of Baltimore city 
dismissed a complaint by a large in- 
dustrial consumer of electricity against 
a memorandum of the commission dur- 
ing a rate case stating its policy as to 
segregation of particular services ren- 
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dered. The commission stated that the 
property should be valued as a whole and 
not segregated into parts and that it 
would not hear further evidence on the 


question. 
The court also held that under the 
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THE LATEST UTILITY RULINGS 


Declaratory Judgments Act an action 
could not be maintained for anticipatory 
relief against such a statement of policy, 
as such a case was within an exception of 
the statute which expressly excludes ac- 
tions under the act when a statute pro- 
vides a special form of remedy for a spe- 
cific type of case. The statute regulating 
the public service commission provides 
a special procedure for review of com- 
mission orders. 

The company urged that the memo- 
randum was an “order” in that it was a 
determination which was for all practical 
purposes final; that it was a valuation 
order in that it settled one of the two 
main elements of valuation—namely, the 
property to be included in the valuation, 


the other element being the amount at 
which it was to be valued. The commis- 
sion contended that although the memo- 
randum might be an “order” it was mere- 
ly procedural and evidentiary, and, fur- 
thermore, that it was not final. 

Whether an order is interlocutory or 
final, said the court, depends upon 
whether something remains to be done 
in order to reach a conclusion. In the 
present case it was obvious that much re- 
mained to be done. The testimony was 
still not completed. The commission must 
formulate and announce a decision re- 
sulting from its expression of policy. .Its 
statement of policy was not a final de- 
termination of value. Rustless Iron & 
Steel Corp. et al. v. Purcell et al. 


e 


Number of Taxicabs in City Restricted 
By Commission 


re Maryland commission denied 
an application for twenty-five new 
taxicab permits, filed by the DeLuxe 
Cab Company of Baltimore City, Inc., a 
newly organized Maryland corporation 
not operating any taxicab service. The 
commission said it would be a mistake to 
grant these permits to a newly organized 
group when the regular and long-estab- 
lished taxicab companies in the city were 
ready and able to supply adequate serv- 
ice as Soon as war restrictions on indus- 
try are lifted. 

The commission, by joint resolution in 
1937, had limited the number of taxi- 
cabs in Baltimore to 1,000. More than 
800 applications for permits had since 
been denied. Admittedly taxicab service 
had not been satisfactory during the war 
years, when there was a great influx of 
war workers into the city and a large 
number of transients moving in and out 
of Baltimore. Many taxicabs for which 
permits had been issued were not in serv- 
ice because of lack of new automobile 
manufacture, shortage of critical parts, 
shortage of man power, and other war 
conditions. 

The public service commission be- 
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lieved that this situation would rapidly 
improve. 

The testimony disclosed that Balti- 
more, with 1,000 cab permits outstand- 
ing, had more taxicabs per capita than 
any of the twenty largest cities in the 
United States except New York, Wash- 
ington, Boston, and New Orleans. In at 
least two of these cities, and probably 
three, the transient population largely de- 
pendent upon taxicab service was con- 
siderably greater than Baltimore. Balti- 
more, as of 1940, had approximately one 
taxicab for each 859 residents. Philadel- 
phia had only one taxicab for each 1,718 
members of its population. Cleveland, a 
city roughly the same size as Baltimore, 
had but one cab for each 2,137 persons. 
Los Angeles had but one cab for each 
2,796 persons. 

A greater number than 1,000 taxicabs 
in Baltimore, said the commission, would 
result in excessive competition among 
drivers for fares, to the point where the 
public interest and welfare would be 
prejudiced and the whole service would 
suffer. Re DeLuxe Cab Co. of Balti- 
more City, Inc. (Case No. 4695, Order 
No. 41446). 
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PUBLIC UTILITIES FORTNIGHTLY 
Other Important Rulings 


oe having the right to obtain from a 
public utility a service for which 
there is a charge fixed by law cannot, ac- 
cording to a court ruling, estop himself 
from challenging higher rates by an 
agreement to pay them. California Elec- 
tric Power Co. v. United States, 60 F 
Supp 344. 


The Minnesota commission held that 
it is improper to determine railroad 
switching charges on a weight and rate 
basis; that the practice of refusing to 
perform the service of placing or pull- 
ing cars to or from point of loading or 
unloading on a terminal company’s prop- 
erty when the switching service is classed 
intrastate, intraterminal, or interterminal 
switching, while at the same time per- 
forming such spotting service in connec- 
tion with line-haul traffic, is unduly dis- 
criminatory ; that the practice of main- 
taining and charging a separate and ad- 
ditional interterminal switching charge 
on traffic between industries located on 
the railroad and connections with car- 
riers owning and controlling it results 
in excessive, unreasonable, and unlawful 
charges; and that the practice of main- 
taining different charges for switching 
over each of the segments of a terminal 
line is improper. Re Switching Charges 
in St. Paul (Docket No. A-6479). 


Water rates collected by a municipal- 
ity cannot, according to an Ohio decision, 
be classed as taxes so long as their use 
is limited to waterworks purposes enu- 
merated in a statute ; but if employed asa 
mere device to lessen the burden of tax- 
ation for governmental purposes, funds 
should be considered as taxes. Hime- 
baugh et al. v. Canton et al. 61 NE(2d) 
483. 


The Indiana commission held that it 
has authority under existing statutes to 
order flasher lights at crossings found to 
be extra hazardous only at those high- 
ways under the control of the state high- 
way commission. Snow Hill v. Penn- 


Note.—The cases above referred to, where decided 
will be published in full or abstracted in 
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sylvania Railroad Co. (No. 17010). 

The fact that an applicant for a cer. 
tificate had for a considerable period of 
time been operating as a common carrier 
in violation of law was held by the Wash- 
ington Department of Transportation not 
to preclude consideration of an applica- 
tion for a certificate on its merits, where 
the violation was unintentional. Re Ham- 
rick (Order MV No. 42911, Hearing 
No. 3469). 


The Washington Department of 
Transportation held that requests for 
certain types of motor carrier service 
which a carrier may not furnish under 
its existing permit do not establish that 
it would be in the public interest to 
broaden the carrier’s authority sufficient- 
ly to authorize it to handle all such re- 
quests. Re Van Dyke et al. (Order MV 
No. 42925, Hearing Nos. 3492, 3493). 


Rates long established and maintained 
voluntarily by a railroad must, in the 
opinion of the Ohio commission, be re- 
garded as prima facie reasonable even 
though they may be less than reasonable 
maximum rates which the commission 
would have prescribed; and proposed 
rate increases should be disallowed where 
they will force shippers out of a market 
at certain points and out of business, and 
where users of the products shipped will 
be forced to pay an increase of 100 to 
125 per cent in rates to secure the articles 
shipped. Re Rates for Transportation of 
Sand and Gravel (Investigation and Sus- 
pension Docket No. 165). 


The appellate division of the New 
York Supreme Court held that, where 
the evidence established the sufficiency of 
the water supply and that an applicant 
could be supplied without danger or 
harm to residents, the refusal of a vil- 
lage owning the utility to render service 
was arbitrary. Toan v. Village of Perry, 
56 NY Supp (2d) 572. 
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RE CAROLINA TELEPHONE & TELEGRAPH CO. 


NORTH CAROLINA UTILITIES COMMISSION 


Re Carolina Telephone & Telegraph 
Company 


Docket No. 3297 
August 22, 1945 


P= for authority to convert to automatic dial telephone 
service and to institute new rate schedules; granted in modi- 


fied form. 


Rates, § 118.1 — Inflationary effect — War conditions. 
1. Rate revisions, at telephone exchanges where a change to automatic 
dial telephone service is to be made and at an exchange where there has 
been a large expansion because of enlarged telephone population at an Army 
camp, should be authorized during war although some increase in revenues 
will result, when the rates requested are the normal natural rates of the 
company and not inflationary, p. 67. 


Service, § 436 — Telephones — Change to automatic dial system. 
2. A proposed change from magneto telephone service to the automatic diaf 
type was held to be highly desirable and in the public interest, p. 67. 

Rates, § 536 — Telephone — Expansion near Army camp. 


3. Large expansion and large expenditures made at a telephone exchange 
where a small peacetime village has been transformed to an enlarged bustling 
wartime community, the focal point of a great government Army camp, with 
a greatly enlarged telephone population, entitle a telephone company to an 


increase in rates, p. 67 


By the Commission: This case 
tame before the Commission on the 
petition of the Carolina Telephone and 
Telegraph Company for authority : 

1. To convert its exchange at 
Colerain from the present magneto 
type to automatic dial service and up- 
on the institution of the proposed new 
‘rvice to put into effect the following 
rates : 

Business, special line 
Business, party line 
Residence, special line 
Residence, party line 
2. To put into effect, on June 1, 


[5] 


1945, the following rates at its Jack- 
sonville exchange: 


Business, special line 
Business, 2-party line, 
Residence, special line 
Residence, 2-party line .... 
Residence, 4-party line .... 


2.75 per month 
1.75 per month 
1.50 per month 

Multiparty service at the same rates 
established for such service at ex- 
changes having the city rates set forth 
above. 


3. To install equipment and provide 
automatic service at its Nashville ex- 
change and upon conversion to put 
into effect the following rates: 
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$3.25 per month 
2.75 per month 
2.00 per month 
1.50 per month 


Business, special line 
Business, party line 
Residence, special line 
Residence, party line 

Accompanying the petition were 
copies of resolutions by the Colerain 
board of aldermen, the Nashville 
board of aldermen, the Jacksonville 
board of aldermen and the Jacksonville 
chamber of commerce endorsing the 
proposed rates for their respective 
communities. 

Under date of April 28, 1945, 
Harry R. Booth, utilities counsel for 
the Office of Price Administration, 
formally petitioned the Commission 
for permission to intervene in the pro- 
ceedings. Permission was granted by 


the Commission on May 1, 1945, and 
the case set for hearing in the offices 
of the Commission at Raleigh at 10 
o’clock on May 18, 1945. 


Notices of the proposed rates and 
date of hearing before the Commis- 
sion sent to the exchanges affected by 
the Carolina Telephone and Telegraph 
Company were filed with the Commis- 
sion. 

Pursuant to the action of the Com- 
mission the case entered into hearing 
on the morning of Friday, May 18, 
1945, in the offices of the Commission. 


APPEARANCES: L. W. Hill, Tar- 
boro, J. F. Havens, Tarboro, and J. 
R. Porter, Tarboro, for Carolina 
Telephone & Telegraph Company; 
Howard S. Guttman, OPA Federal 
Office, Washington, D. C., and Frank 
Spruill, Jr., OPA, Raleigh, for OPA. 

L. W. Hill, president of the Caro- 
lina Telephone and Telegraph Com- 
pany, was the only witness. 

His testimony was an amplification 
of the information set forth in the 
petition. 

60 PUR(NS) 


In the case of Colerain he stated 
that it was not really a raise in rates, 
but an adjustment of rates to which 
the company had fallen heir when it 
bought the property in 1940, and to 
bring the rates in line with the ex- 
changes which have the service pro- 
posed. Actually the adjustment, he 
said, would cause a slight decrease in 
revenue. 

As to Nashville, Mr. Hill stated, 
that the citizens of that town were 
anxious for the conversion which had 
been held up owing to inability to get 
equipment which was now available. 
An increase in the single-line service 
was the only increase proposed he 
said. He estimated that the increase 
in revenue under the new rates would 
be about $16.50 a month. 

Witness Hill went very fully into 
the Jacksonville situation which 
jumped from a small village status to 
an important point owing to being the 
focal telephone point of the large gov- 
ernment project of Camp LeJeune. 

The reasons for the proposed adjust- 
ment of rates at Jacksonville are well 
and briefly outlined as follows in data 
furnished the OPA: 

“Reasons, the exchange rates at 
Jacksonville were approved by the 
North Carolina Utilities Commission 
when the exchange served less than 
200 telephones. As of March 1, 1945, 
there are 573 telephones connected 
with this exchange and these tele- 
phones have access to approximately 
1,300 telephones located at Camp 
LeJeune, North Carolina, In order 
to connect the above number of tele- 
phones to our exchange it was neces 
sary that we build a building, replace 
our central office equipment, and re- 
place most of the existing outside plant 
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RE CAROLINA TELEPHONE & TELEGRAPH CO. 


and facilities. We have increased our 
exchange plant investment from 
$27,500 to $149,076 during the pe- 
rod January 1, 1940, to June 30, 
1944. We propose to invest an esti- 
mated additional $27,500, in outside 
plant and central office equipment to 
serve new housing developments 
which are not now being served.” 
The proposed increase in revenue was 
estimated at $2,338 for twelve months’ 
period. 

Witness estimated that the proposed 
rates would increase the revenue at 
Jacksonville something like $2,300 a 
year. 

Attorney Guttman in his cross- 
examination of witness Hill went 
very fully into the financial affairs of 
the company and the scope of its oper- 
ations. Using the book value of the 
company’s property and its income 
statement as of December 31, 1944, 
in his cross-examination, he showed 
that including Federal income and ex- 
cess profit tax in operating expenses 
the company’s rate of return on in- 
vestment was 6.89 per cent and that 
with Federal income and excess profit 
tax subtracted from operating ex- 
penses, the company’s rate of return 
was 19.62 per cent. He took the 
position that the income and excess 
profit taxes should not be included in 
operating expenses. 

At the conclusion of the cross-ex- 
amination the hearing was continued 
at the request of Mr. Guttman until 
a reasonable time for him to study 
transcript of hearing and data to be 
furnished by the Carolina Telephone 
and Telegraph Company. Upon re- 
sumption of hearing Mr. Guttman said 
the OPA desired to present one wit- 
ness, Dr. Lawrence S. Knappen, for 


the purpose of giving testimony on the 
inflationary problem. 

The hearing was resumed on Fri- 
day morning, July 27, 1945. 

The appearances for the Carolina 
Telephone and Telegraph Company 
were the same: 

Julius I. Rudolph, Washington, D. 
C. and E. M. Hairfield, Jr., Raleigh, 
for the OPA (Chester R. Bowles, 
Administrator, William H. Davis, 
Stabilization Director) 

Witness Hill took the witness seat 
and was briefly cross-examined on the 
data furnished by the company to the 
OPA during hearing hiatus. 

[1-3] Dr. Lawrence S. Knappen, 
chief economist in the Public Utilities 
Branch of the Transportation and 
Public Utilities Branch of the Office 
of Price Administration in behalf of 
the OPA, testified to inflation in gen- 
eral and to its danger to economic 
stability. In time of war, he said, 
inflation was a serious problem and he 
saw danger in any price increase. He 
expressed the opinion that the govern- 
ment’s stabilization program would be 
affected unfavorably by the pro- 
posals of the Carolina Telephone and 
Telegraph Company, and applied 
general theories to. the cases in 
question. 

At the conclusion of testimony, Dr. 
Rudolph asked permission to file 
brief after he had opportunity to read 
the transcript. Permission to file 
brief was granted and time limit for 
filing was fixed at five days after re- 
ceipt of the transcript. 

On August 14, 1945, the Commis- 
sion was notified by Counsel Booth 
of the OPA by wire that after review- 
ing transcript they had decided not to 
submit brief but would stand on rec- 
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ord and urge Commission to deny in- rates for like service at other ex- 
crease. changes. 

The Commission is fully adversant The increase in revenue the record 
to the danger and the baneful effects states will be about $16.50 a month, 
of inflation in our business and eco- It is a normal request and the Com- 
nomic life and for this reason, it is mission believes that it should be 
particularly gratified by the fact that granted. It would require ultra imag- 
the telephone, electric, and gas utilities ination to see the seeds of inflation 
under its jurisdiction have contributed here. 
nothing to the existing inflation. In the case of the Jacksonville ex- 

The average price rise on commodi- change we witness a quick transforma- 
ties, according to government figures tion from a small peacetime village to 
submitted by Dr. Knappen during his an enlarged bustling wartime com- 
testimony was 38.78 per cent. The munity, the focal point of a great gov- 
average increase in rise in telephone, ernment Army camp—Camp LeJeune, 
electric, and gas rates under the juris- with a greatly enlarged telephone 
diction of this Commission has been population. 
nothing, but on the contrary the aver- It is quite apparent to the Com- 
age is lower due to rate reductions mmission that the large expansion and 
during the past three years, rate reduc- the large expenditures which have been 
tions now going on in the rate of made at Jacksonville entitle the com- 
$350,000 a year. pany to an increase over the present 

In the instant case it appears that rates; however, the Commission is of 
the OPA is unduly alarmed as it is the opinion the proposed rates exceed 
perfectly apparent to the informed that fair and reasonable rates and should 
the proposed rates, in the main, re- be established as follows for the base 
quested by the Carolina Telephone and rate area: 

Telegraph Company are the normal, : a a 
Business, individual line ... 
natural rates of the company. Business, 2-party line 

It is obvious that the proposed pac son y annoy hemp 1.50 per month 
change at Colerain from magneto 
service to the automatic dial type is 
highly desirable and in the public in- 
terest; and furthermore as the cost of . ‘ 
service as a whole is to be no greater hereby authorized and directed to con- 
according to the record, than at pre- Vert its exchange at Colerain to auito- 
sent, the change instead of being matic dial type as early as practicable; 


retarded or prevented should be that upon inauguration of the dial type 
speeded. service the company is hereby author- 


The telephone users at the Nash- ized to - into effect the following 
ville exchange of the company it ap- ates Sor mess" 
pears are anxious for change to dial i , 
system. In this case the company tem ‘- tens Bacay 
proposes to only change the individual —_ 5 pocereng | line .. 
line rates, rates which conform to ae <n Paap Re 
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In view of the foregoing ; therefore, 
It is ordered: That the Carolina 
Telephone and Telegraph Company is 
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It is further ordered: That the 
Carolina Telephone and Telegraph 
Company is hereby authorized and di- 
rected to convert its exchange at 
Nashville to automatic dial type as 
early as practicable; that upon inau- 
guration of automatic dial service the 
company is hereby authorized to put 
into effect the following rates for the 
base rate area: 


Business, individual line .. 
Business, 2-party line 
Business, extension 
Residence, individual line .. 
Residence, 2-party line ... 
Residence, extension 


It is still further ordered: That the 
Carolina Telephone and Telegraph 


.- $3.25 per month 
2.75 per month 
1.00 per month 
2.00 per month 
1.50 per month 
75 per month 


Company is hereby authorized to put 
into effect at its Jacksonville ex- 
change, effective September 1, 1945, 
the following rates for the base rate 
area: 

Business, individual line 
Business, 2-party line 
Residence, individual line .. 
Residence, 2-party line .... 
Residence, 4-party line .... 
Residence, extension 


..-- $3.75 per month 
25 per month 
2.50 per month 
1.75 per month 
1.50 per month 
.75 per month 


Multiparty (Pole mileage) 


Busi- 
ness 


$2.35 
2.85 


Resi- 


6 miles from exchange 
11 miles from exchange , 
16 miles from exchange 3.35 


Thereafter an increase of 50 cents 
per month for each zone of 5 miles. 


1 to 
6 to 
1 to 


1 





GEORGIA PUBLIC SERVICE COMMISSION 


Lamar Electric Membership Corporation 


v. 


Georgia Power Company 


File Nos. 193144, G-25 
August 28, 1945 


OMPLAINT by membership corporation against electric exten- 
sion by utility company; dismissed for lack of jurisdiction. 


Monopoly and competition, § 13 — Power. 
ice extension. 


s of Commission — Prohibition of serv- 


The Commission has no authority to prohibit an electric company from con- 
structing a rural line extension into an area which a rural electric codpera- 


tive organization proposes to serve. 

” 
By the Commission: On March 
28, 1938, the Commission held a gen- 
eral conference with representatives 
of 27 REA codéperative organizations 
then organized, as well as representa- 
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tives of the four major electric utility 
companies, at which meeting a rep- 
resentative of the National Rural Elec- 
trification Administration was present. 
This conference, held over seven 
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years ago, was called by the Commis- 
sion on its own motion in an endeavor 
o bring about amicable divisions of 
potential rural service areas between 
the private utilities and the coopera- 
tive organizations in order to insure 
a complete coverage of rural areas 
with electric service. Under the statu- 
tory authority vested in the Commis- 
sion to require feasible extensions of 
service within the territory preémpted 
by a utility, as decided by the supreme 
court of Georgia (in 1936) in the 
‘Andersonville Case, the Commission 
issued a general order on May 3, 
1938, which required private utilities 
to file certain information with respect 
to proposed rural line construction ex- 
ceeding one mile in length at least ten 
days prior to the commencement of 
construction. The codperative organ- 
zations represented at this conference 
agreed to furnish similar information 
voluntarily and the Commission made 
t clear at the conference and in its 
subsequent order that there was no 
plan or purpose to assume regulatory 
authority over the various electric 
nembership corporations, the sole pur- 
pose being an endeavor to bring about 
orderly extensions of electric service 
in rural areas. 

The 1938 conference quite evidently 
created a better understanding and 
mproved relations between the inter- 
‘ested parties, resulting in an agreeable 
division of an area in northwest 
Georgia where duplicate rural lines 
had been built by a codperative and a 
private utility and brought to an end 
the wasteful policy of constructing 
sompeting lines in the same area. 





1 Public Service Commission v. Georg 
ae Ae 182 Ga 706, 17 PUR(NS) 94, 186 
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Although the various codperative 
organizations furnished information 
on their construction plans for some 
time thereafter pursuant to their agree. 
ment, these codperatives later discon. 
tinued the practice of giving notice and 
filing plans on rural extensions eyen 
prior to the general cessation of rural 
construction as a result of the war, 
The Commission has continued to re 
quire private utilitiesto file this in. 
formation and will continue to require 
such notice of intention to construc 
rural lines for the purpose of prevent- 
ing isolation of customers who might 
otherwise never receive the advantages 
of electric service. 


Since 1938 there has been only one 
other instance in which a controversy 
arose over the question of service area 
where the Commission was called up- 
on to endeavor to effect a settlement. 
This case involved a rural extension 
on the McDonough-Hastings farm 
road and the Commission entered an 
order on December 19, 1944, after a 
conference was held on the question. 
All other questions of service area 
have been adjusted without the neces- 
sity of a hearing before the Commis- 
sion, in spite of the fact that most of 
the rural-line extensions in Georgia 
have been made since the issuance of 
that order. In the controversy cited 
above, the codperative protested 
against the construction of an exten- 
sion by the utility on the basis that if 
the company served only the limited 
area it proposed to cover, other pro- 
spective consumers would be isolated 
from service, but the codperative stated 
it would have no objection to the ex 
tension if the company would serve 
all applicants in the immediate vicinity 
as proposed to be served by the co 
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jperative in its plans. Wherefore, 
under the Commission’s policy an- 
nounced on May 3, 1938, and under 
is authority as laid down in the 
Andersonville Case, supra, and agree- 
able to the position taken by the pro- 
testing coOperative, an order was is- 
sued directing the utility to serve the 
entire area. 

In the present case, the Lamar Elec- 
tric Membership Corporation protest- 
ed the construction of a rural line 
between Luthersville and Rocky 
Mount, Georgia, by the Georgia Pow- 
er Company into territory which the 
cooperative had proposed to serve. 
Plans for construction of this exten- 
sion were received by the Commission 
on May 16, 1945, and the line was 
under construction at the time of filing 
of the protest. The company was or- 
dered to discontinue construction of 
the line, which would be about 24 
miles long to serve some ten consum- 
ers, and the matter was set down for 
conference before the Commission on 
August 20, 1945. 

The single issue presented in the 
instant case by the Lamar Electric 
Membership Corporation is the ques- 
tion of invasion of its territory, with 
the request for an order of the Com- 
mission directing the Georgia Power 
Company to cease construction of the 
proposed extension. The codpera- 
tive’s position was that plans had been 
prepared to serve the area in question 
prior to the war, that an allotment of 
funds was made for this extension 
among others, but that construction 
of all rural extensions was halted as 
a result of the war which prevented 
the building of lines into the area in 
question, that if the line under con- 
struction by the company were com- 


pleted it would insolate other rural 
residents from service whom the co- 
Operative proposed to serve, and that 
the building of the line by the com- 
pany represented an invasion of ter- 
ritory belonging to the codperative. 
The company’s position was that their 
responsibility to extend electric serv- 
ice did not permit them to refuse to 
construct an extension to applicants 
who chose to receive service from 
them and to whom the company had 
promised service. Five of the prospec- 
tive consumers on the line being built 
by the company appeared at the hear- 
ing and all stated they wanted service 
from the utility and not from the co- 
Operative and they indicated they 
should have the right to choose the 
agency from whom they purchased 
electric service, and testified that the 
construction of this line would not 
isolate the balance of the territory pro- 
posed to be served by the codperative. 
The company offered at the conference 
to serve the entire local area proposed 
to be served by the codperative, or 
any part, if the codperative could not, 
or did not, wish to serve the remain- 
ing area in question. If this proposal 
had met the approval of the Lamar 
Electric Membership Corporation, the 
Commission could issue an order re- 
quiring the Georgia Power Company 
to serve the entire local area and 
thereby guarantee that all would re- 
ceive service and none be isolated. 
Such an order was entered in the Mc- 
Donough-Hastings farm road exten- 
sion controversy which came before 
the Commission and in which case 
the Central Georgia Electric Member- 
ship Corporation stated they had no 
objection to such disposition, their 
only interest being that all prospective 
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consumers whom they proposed to 
serve be served. 

While in some jurisdictions the 
state regulatory Commission has been 
delegated the specific authority to de- 
fine and allocate service areas between 
private utilities and cooperative or- 
ganizations, there is no such authority 
given to this Commission; in fact, the 
“Electric Membership Act of 1937” 
specifically provides that the Commis- 
sion is to have no jurisdiction of any 
character over the corporations organ- 
ized pursuant to that act. While un- 
der the Andersonville Case, the Com- 
mission can require utility companies 
subject to regulation to extend service 
lines, certainly there is nothing in the 


statutes vesting authority in the Com. 
mission which would authorize it to 
prohibit the extension of service in any 
area, or otherwise make a division of 
service area by restricting the con. 
struction of lines. Since an agreeable 
solution was not developed at the con- 
ference on this matter, and since an 
order of the Commission requiring 
further extension of. service by the 
company to prevent isolation of pro- 
spective consumers is not requested 
or desired by complainant, and since, 
as stated above, the Commission does 
not have statutory authority to make 
a division of territory between these 
two agencies, the complaint is dis- 
missed for lack of jurisdiction. 
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State of North Carolina et al. 


Uv 


United States of America et al. 


Nos. 560, 561 
— US —, 89 L ed —, 65 S Ct 1260 
June 11, 1945 


A 


PEAL from decree denying injunction against enforcement 
of order of the Interstate Commerce Commission pre- 


scribing intrastate railroad rates; reversed. For case below, see 
(1944) 56 F Supp 606. 


Rates, § 13 — Jurisdiction of Federal Commission — Power over intrastate rates. 
1. The power of the Interstate Commerce Commission over intrastate rail- 
road rates is dominant only so far as necessary to alter rates which it 
juriously affect interstate transportation, p. 75. 


Interstate commerce, § 79 — Federal Commission orders — Intrastate rates — 


Certainty of order. 


2. Interstate Commerce Commission orders giving precedence to Federal 
rates over state prescribed rates for intrastate railroad transportation mus 
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meet a high standard of certainty, and before the Federal Commission can 
nullify a state rate justification for the exercise of the Federal power must 
clearly appear, p. 75. 

Evidence, § 11 — Presumption — Federal intention not to interfere with state 

functions. 

3. The intention of the Interstate Commerce Commission to interfere with 
the state’s rate-making functions is not to be presumed, nor must its in- 
tention in this respect be left in serious doubt, p. 75. 


Rates, § 13 — Jurisdiction of Federal Commission — Intrastate rate regulation. 
4. The Interstate Commerce Commission is without authority to supplant a 
state-prescribed intrastate railroad rate unless there are clear findings, sup- 
ported by evidence, of each element essential to the exercise of that power 
by the Commission, p. 75. 


Discrimination, § 148 — Railroad rates — Federal Commission order — Sufficiency 
of findings. 
5. An Interstate Commerce Commission finding that interstate passengers 
paid higher railroad fares than intrastate passengers for the same facilities 
is an inadequate support for nullifying state rates on the ground that they 
constitute unjust discrimination against interstate passengers, p. 75. 


Return, § 15 — Reasonableness — Railroads — Purpose of National Transporta- 
tion Law. 
6. The purpose of the National Transportation Law is to assure railroads a 
fair net operating income and no more, p. 77. 
Discrimination, § 8 — Jurisdiction of Federal Commission — Increase of intra- 
state rates. 
7. The power of the Interstate Commerce Commission to require states to 
raise their intrastate rates depends upon whether intrastate traffic is con- 
tributing its fair share of the earnings required to meet maintenance and 
operating costs and to yield a fair return on the value of property directed 
to the transportation service both interstate and intrastate, p. 77. 


Discrimination, § 8 — Jurisdiction of Federal Commission — Increase of intra- 
state rates — Restrictions to reasonable level. 


8. The Interstate Commerce Commission may not require intrastate railroad 
rates to be raised above a reasonable level, and it may not find that intrastate 
railroad passenger rates discriminated against interstate commerce without 
making findings as to the reasonableness of the intrastate rates, p. 77. 


(Stone, C.J., Reep, Roperts, and FrRANKFuRTER, JJ., dissent.) 
* 


APPEARANCES: F. C. Hillyer, of 
Jacksonville, Florida, and J. C. B. 
Ehringhaus, of Raleigh, North Caro- 
lina, argued the cause for appellants 
in No. 560; J. Stanley Payne, of 
Washington, D. C., argued the cause 


or appellees, United States and 
Interstate Commerce Commission; 
Charles Clark, of Washington, D. C., 


argued the cause for appellees Aber- 
deen & R. R. Co., et al.; Richard H. 
Field, David F. Cavers, and Mal- 
colm D. Miller, all of Washington, 
D. C., submitted the cause for appel- 
lants in No. 561. 


Mr. Justice BLack delivered the 
opinion of the court: The North 
Carolina State Utilities Commission 
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brought suit to enjoin enforcement of 
an order of the Interstate Commerce 
Commission (1944) 258  Inters 
Com Rep(F) 133. The Federal Eco- 
nomic Stabilization Director acting 
through the Price Administrator 
sought and was granted the right to 
intervene as a party plaintiff. A Fed- 
eral district court of three judges 
denied the injunction (1944) 56 F 
Supp 606, and the case is here on 
direct appeal under § 210 of the 
Judicial Code, 28 USCA § 47a, 7 
FCA title 28, § 47a. 

This clash between state and Fed- 
eral agencies came about because the 
state Commission and the Interstate 
Commerce Commission each claimed 
the paramount power to fix railroad 
rates in North Carelina. The North 
Carolina Commission ordered rail- 


roads doing business in the state to 
charge no more than 1.65 cents per 
mile for carrying intrastate coach 
passengers from one point in the state 


to another. Despite this state Com- 
mission order, the Interstate Com- 
merce Commission authorized the 
same railroads to charge 2.2 cents 
per mile for the same type of carriage.” 

The Interstate Commerce Commis- 
sion asserted its power to prescribe 
these purely intrastate rates under 
§ 13(4) of the Interstate Commerce 


Act. 49 USCA § 13(4), 10A FCA 
title 49, § 13(4). That section, which 
is set forth below,* empowers the 
Interstate Commerce Commission to 
prescribe intrastate railroad rates uw. 
der certain conditions, despite con. 
flicting state orders as to the sam 
rates. The conditions that Congres 
imposed as a prerequisite to Commis- 
sion action are that the Commission 
shall hold a “full hearing” and find 
that the state-prescribed rates either 
caused (1) undue or unreasonable 
advantage, preference, or prejudice, 
as between persons or localities in 
intrastate commerce on the one hand, 
and interstate commerce on the other 
hand, or (2) undue, unreasonable, or 
unjust discrimination against inter- 
state commerce. The Commission 
held hearings which are challenged on 
various grounds as falling short of 
“full” hearings. It made findings and 
concluded that the 1.65 state rate was 
unduly prejudicial to interstate pas- 
sengers, and that the state rate conr- 
stituted an undue and unjust discrim- 
ination against interstate commerce. 
These conclusions are attacked on the 
ground that they are supported nei- 
ther by findings nor evidence. The 
crucial question involved in all these 
contentions is whether the indispen- 
sable prerequisites to the exercise of 





1 There is a corresponding conflict which in- 
volves round trip coach rates. The questions 
presented are the same with regard to one way 
and round trip rates, and we shall therefore 
consider both of them by reference to the one 
way rate. 

“Whenever in any such investigation the 
Commission, after full hearing, finds that any 
such rate, fare, charge, classification, regula- 
tion, or practice causes any undue or unrea- 
sonable advantage, preference, or prejudice as 
between persons or localities in intrastate 
commerce on the one hand and interstate or 
foreign commerce on the other hand, or any 
undue, unreasonable, or unjust discrimination 
against interstate or foreign commerce, which 
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is hereby forbidden and declared to be u- 
lawful, it shall prescribe the rate, fare, or 
charge, or the maximum or minimum, or 
maximum and minimum, thereafter to be 
charged, and the classification, regulation, of 
practice thereafter to be observed, in 

manner as, in its judgment, will remove such 
advantage, preference, prejudice, or discrimi- 
nation. Such rates, fares, charges, classifica- 
tions, regulations, and practices shall be ob- 
served while in effect by the carriers parties 
to such proceeding affected thereby, the law 
of any state or the decision or order of any 
state authority to the contrary notwithstand- 
Fea) USCA § 13(4), 10A FCA title 4, 





NORTH CAROLINA v. UNITED STATES OF AMERICA 


the Federal Commission’s power over 
intrastate rates have been shown to 
exist with sufficient certainty. Before 
making any detailed reference to the 
hearings, findings or evidence, it would 
be helpful to set out certain guiding 
principles which lead us to a resolu- 
tion of the crucial question. 

[1-4] Section 13(4) does not re- 
late to the Commission’s power to 
regulate interstate transportation as 
such. As to interstate regulation, the 
Commission is granted the broadest 
powers to prescribe rates and other 
transportation details. See United 
States v. Pennsylvania R. Co. decided 
January 29, 1945 [323 US 612, 89 
Led —, 57 PUR(NS) 520, 65 S Ct 
471]. No such breadth of authority 
is granted to the Commission over 
purely intrastate rates. Neither § 13 
(4), nor any other congressional 
legislation, indicates a purpose to at- 
tempt wholly to deprive the states of 
their primary authority to regulate 
intrastate rates. Since the enactment 
of § 13(4), as before its enactment, 
a state’s power over intrastate rates 
is exclusive up to the point where its 
action would bring about the prejudice 
or discrimination prohibited by that 
section. When this point—not always 
easy to mark—is reached, and not 
until then, can the Interstate Com- 
merce Commission nullify a_ state- 
prescribed rate. 

Intrastate transportation is pri- 
marily the concern of the state. The 
power of the Interstate Commerce 
Commission with reference to such 
intrastate rates is dominant only so 
far as necessary to alter rates which 
injuriously affect interstate transporta- 
tion. American Express Co. v. South 
Dakota, 244 US 617, 625, 61 L ed 


1352, 1358, PUR1917F 45, 37 S Ct 
656. A scrupulous regard for main- 
taining the power of the state in this 
field has caused this court to require 
that Interstate Commerce Commission 
orders giving precedence to Federal 
rates must meet “a high standard of 
certainty.” Illinois C. R. Co. v. Pub- 
lic Utilities Commission, 245 US 493, 
510, 62 L ed 425, 438, PUR1918C 
279, 38 S Ct 170. Before the Commis- 
sion can nullify a state rate, justifica- 
tion for the “exercise of the Federal 
power must clearly appear.” Florida 
v. United States (1931) 282 US 194, 
211, 212, 75 L ed 291, 301, 302, 51 
S Ct 119. See also Yonkers v. United 
States (1944) 320 US 685, 88 L ed 
400, 52 PUR(NS) 504, 64 S Ct 327. 
And the intention to interfere with 
the state’s rate-making function is not 
to be presumed, Arkansas R. Commis- 
sion v. Chicago, R. I. & P. R. Co. 
(1927) 274 US 597, 603, 71 L ed 
1224, 1228, 47 S Ct 724; nor must its 
intention in this respect be left in 
serious doubt. [Illinois Commerce 
Commission v. Thomson (1943) 318 
US 675, 684, 685, 87 L ed 1075, 1081, 
1082, 49 PUR(NS) 140, 63 S Ct 
834. The foregoing cases also stand 
for the principle that the Interstate 
Commerce Commission is without au- 
thority to supplant a state-prescribed 
intrastate rate unless there are clear 
findings, supported by evidence, of 
each element essential to the exercise 
of that power by the Commission. 
We shall now take up the two grounds 
upon which the Commission set aside 
the state order. 

[5] Prejudice Against Interstate 
Passengers. On this aspect of the 
case the Commission’s findings were 
that the interstate 2.2 cents rate was 
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just and reasonable; that the accom- 
modations afforded interstate and in- 
trastate passengers in North Carolina 
were “substantially similar”; that in 
general these passengers traveled in 
the same trains and in the same cars; 
and from these, it concluded that since 
interstate passengers were forced to 
pay higher fares than intrastate pas- 
sengers, there was an undue and unrea- 
sonable disadvantage and prejudice of 
interstate passengers. On these find- 
ings it issued the statewide order re- 
quiring all intrastate passengers to pay 
2.2 cents per mile. We think these 


findings failed to give adequate sup- 
port to the order. 

In effect, the Commission’s hold- 
ing was, and its argument is here, 
that § 13(4) automatically requires 
complete uniformity in intrastate and 


interstate rates. That argument is in 
short that under our national trans- 
portation system interstate travelers 
and intrastate travelers use the same 
trains ; for a state to fix a lower intra- 
state rate than the interstate rate is 
therefore an undue advantage to the 
intrastate passengers and an unfair 
discrimination against the interstate 
passengers. If Congress intended to 
permit such an oversimplified form of 
proof to establish “unjust discrimina- 
tion,” then its requirement of a “full 
hearing” was mere surplusage. In 
fact, it need have provided for no 
hearing at all since it could have 
easily stated in its legislation that 


intrastate rates shall never be lower 
than interstate rates. The argument 
of the Commission in this regard runs 
counter to the language of § 13(4) 
and would call for a declaration by us 
that Congress intended by this section 
to reverse the entire transportation 
history of the nation. The clause 
about “persons” and “localities” is as 
the legislative history shows, a prac- 
tical enactment into law of a decision 
of this court in the “Shreveport” 
Case.* Houston, E. & W. T. R. Co. 
v. United States (1914) 234 US 342, 
58 L ed 1341, 34 S Ct 833. In the 
“Shreveport” Case the Commission 
found from evidence that certain Texas 
intrastate rates to Texas points were 
far below the interstate rates charged 
to carry the same types of freight from 
Shreveport, Louisiana. The distances 
and conditions of both transportations 
were found to be substantially the 
same. The court sustained the Com- 
mission’s conclusion that the Texas 
intrastate rates constituted an un- 
fair discrimination against Shreveport 
and persons doing business there. 
The Commission’s order was not 
statewide, but only required removal 
of the discrimination against the par- 
ticular localities and business groups 
affected by the discrimination. 

In Wisconsin R. Commission v. 
Chicago, B. & Q. R. Co. 257 US 563, 
579, 580, 66 L ed 371, 379, 380, PUR 
1922C 200, 42 S Ct 232, 22 ALR 
1086, this court refused to sustain 4 





8 The House Committee reporting this bill 
said with reference to the provisions of § 13 
(4): “After such hearing the Commission 
shall make such findings and orders as may in 
its judgment tend to remove any undue ad- 
vantage, preference, or prejudice as between 
— or localities in state and interstate or 
oreign commerce. The provision practically 
enacts into law the decision of the Supreme 
Court in the so-called ‘Shreveport’ Case. Any 
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undue burden upon interstate or foreign com- 
merce is forbidden and declared to be unlaw- 
ful. It is believed that the provisions of this 
section will have a beneficial and harmonizing 
effect, and will tend to reduce the number of 
so-called ‘Shreveport’ cases, while at the same 
time recognizing the cg ge bodies of the 
several states.” Report No. 456, 66th Cong. 
Ist Sess. p 20. 
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Commission order nullifying all state 
passenger rates because of a discrim- 
ination against interstate travelers and 
against localities. The Commission 
had found there as here that state and 
interstate passengers rode on the same 
trains in the same car and perhaps 
in the same seats. It had found there, 
as it did here, that this constituted 
an undue discrimination against in- 
terstate passengers, and it issued a 
general sweeping order against all in- 
trastate passenger rates. This court 
pointed out that the order went far 
beyond the principles announced in 
the Shreveport Case, and declined to 
sustain the statewide order on this 
phase of the case. See also Florida 
v. United States (1931) 282 US 194, 
208, 75 L ed 291, 300, 51 S Ct 119. 
So here, the finding that interstate 


passengers paid higher fares than in- 
trastate passengers for the same facili- 
ties is an inadequate support for nul- 
lifying state rates on the ground that 
they constitute unjust discrimination 
against interstate passengers. 


[6-8] Discrimination against In- 


terstate Commerce. One ground of 
the Commission’s order was that the 
intrastate rates discriminated against 
interstate commerce as such. The 
findings of the Commission on which 
this conclusion rested were that the 
2.2 cents interstate rate was just and 
reasonable; the same trains in gen- 
eral carried both interstate and intra- 
state passengers; the North Carolina 
railroads to which the intrastate rates 
were applied, would have received 
$525,000 more annual income from 


the passengers they carried had the 
2.2 cents interstate rate been applied; 
from this the conclusion was reached 
that intrastate traffic was “not con- 
tributing its fair share of the revenue 
required to enable respondents to 
render adequate and efficient trans- 
portation service.”’ 

This conclusion of the Commission, 
if based on findings supported by evi- 
dence, would justify its order. For 
in Florida v. United States (1934) 
292 US 1, 5, 78 L ed 1077, 1082, 4 
PUR(NS) 498, 501, 54 S Ct 603, 
we said that § 13(4) authorized the 
Commission “to raise intrastate rates 
so that intrastate traffic may produce 
its fair share of the earnings required 
to meet maintenance and operating 
costs and to yield a fair return on the 
value of property devoted to the trans- 
portation service, both interstate and 
intrastate.” We sustained the Com- 
mission’s order there because it was 
based on findings supported by evi- 
dence that the intrastate rate “was 
abnormally low and less than reason- 
ably compensatory insufficient 
under all the circumstances and con- 
ditions to cover the full cost of the 
service.” Neither in its formal find- 
ings, nor in its discussion of the facts 
did the Commission indicate that the 
North Carolina railroad rates here in- 
volved were less than compensatory 
or insufficient to cover the full cost of 
service. Nor did they find that main- 
tenance of these rates was necessary 
to the operation of a nationally effi- 
cient and adequate railway system.‘ 

But the question posed by the Com- 





*In Wisconsin R. Commission v. Chi 
B. & Q. R. Co. 257 US 563, 66 L ed 371, P R 
1922C 200, 42 S Ct 232, 22 ALR 1086, this 
court sustained a statewide Commission order 
raising intrastate rates. Section 13(4) in the 
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context of the [February 28] 1920 ae 
tation Act, 41 Stat 456, Chap 91, 49 USCA 
§ 13(4), 10A FCA title ‘49, § 13(4), as it then 
existed, was construed as requiring the Com 
mission to prescribe rates sufficient “to enable 
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mission’s conclusion was whether the 
particular North Carolina railroads 
were obtaining from North Carolina’s 
intrastate passenger rates their fair 
part of such funds as were required 
to enable these particular railroads 
to render adequate and efficient serv- 
ice. The Commission made no find- 
ings as to what contribution from 
intrastate traffic would constitute a 
fair proportion of the railroad’s total 
income. It made no finding as to 
what amount of revenue was required 
to enable these railroads to operate 
efficiently. Instead, it relied on the 
mere existence of a disparity between 
what it said was a reasonable inter- 
state rate and the intrastate rate fixed 
by North Carolina. It thought this 
action was justified by this court’s 
opinion in Illinois Commerce Com- 


mission v. United States (1934) 292 


US 474, 485,5 78 L ed 1371, 1379, 
54S Ct 783. Aside from the fact that 


“the mere existence of a disparity be- 
tween particular rates on intrastate 
and interstate traffic does not warrant 
the Commission in prescribing intra- 
state rates,” Florida v. United States 
(1931) 282 US 194, 211, 212, 75 
L ed 291, 301, 302, 51 S Ct 119, 
Re Utah Edible Livestock Rates & 
Charges (1935) 206 Inters Com Rep 
(F) 309, there is reasonable doubt 
as to whether the Commission had 
ever fixed 2.2 cents as the only rea- 
sonable interstate rate. 

The whole argument that it had 
done so rests primarily on an order 
made in 1936. At that time, the 
Commission made a comprehensive 
investigation of rates throughout the 
nation, and after elaborate discussion 
made findings of fact. It concluded 
that any rate over 2 cents per passen- 
ger mile would be unreasonable and 
unlawful. But it also declared that a 
rate of 1.5 cents then commonly 





the carriers as a whole, or in groups selected 
by the Commission, to earn an aggregate an- 
nual net railway operating income equal to 
a fair return on the aggregate value of the 
railway property used in transportation.” 257 
US at pp 584, 585, PUR1922C at p 209. The 
1920 act, however, treated the national railway 
system as a unit. The net returns for any 
particular railroad were limited by the act. 

‘ above this limitation went into a 
common pool to be distributed for the use of 
weak railroads. In this way, all railway in- 
come inured to the benefit of all the railroads 
individually and collectively to aid in “main- 
taining an adequate railway system.” This 
court has said that Congress adopted the pool- 
ing provisions because “it was not clear that 
the people would tolerate greatly increased 
rates (although no higher than necessary to 
roduce the required revenues of weak lines) 
if thereby prosperous competitors earned an 
unreasonably large return upon the value of 
their properties.” New England Divisions 
Case (Akron, C. & Y. R. Co. v. United 
States) (1923) 261 US 184, 191, 67 L. ed 605. 
610, 43 S Ct 270. But Congress in [June 16] 
1933, 48 Stat 211, Chap 91, repealed this part 
of the 1920 act; the income pooling system 
was abandoned; the rule of rate making was 
rewritten, and while the Commission was to 
give consideration to the need of adequate and 
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efficient railway transportation service at the 
lowest cost consistent with the furnishing of 
such service, and to the need of revenue sufh- 
cient to enable the carriers under honest, eco- 
nomical and efficient management to provide 
such service, the rates were no longer to be 
treated on a national basis as though all rail- 
roads constituted one system. House Report 
No. 193, 73d Cong. Ist Sess. pp 30, 31. Rail- 
roads were to be treated on an individual 
basis. Abandonment of the profit pooling sys- 
tem made this necessary to carry out the con- 
tinuing congressional purpose to prevent “an 
unreasonably large return upon the value of 
their properties.” The Commission recog- 
nized this legislative change in rate-making 
policies by its reference to “revenues required 
to enable respondents to render adequate and 
efficient transportation service.” e “re 
spondents” referred to were the individual 
— to which North Carolina’s order ap- 
pli 

5 This case did not involve a sweeping state- 
wide order based on general railroad revenue 
needs. It related to a problem like that con- 
sidered in the Shreveport Case, supra. 
rates involved applied to switching movements 
in a single “Switching District,” “essentially 
a unit, so far as switching movements are con- 
cerned.” This court’s holding in that case 
does not support the statewide order here. 
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charged throughout the southern 
states, would not be “unreasonable or 
otherwise unlawful.” Re Passenger 
Fares & Surcharges (1936) 214 
Inters Com Rep(F) 174, 257. Rail- 
roads in the South continued to charge 
1.5 cents most of the time from then 
until 1942. March 2, 1942, upon an 
application of the American railroads, 
the Commission in Ex parte 148, 
granted a general 10 per cent increase 
on all rates then in existence. This 
increase it found was necessary to en- 
able the railroads “to continue to 
render adequate and efficient railway 
transportation service during the pres- 
ent emergency.” (1942) 248 Inters 
Com Rep(F) 545, 565. The Com- 
mission specifically stated, p. 606, that 
its conclusion was not based on “in- 
dividual, sectional, or particular in- 
dustrial desires or needs.” Four 
months later, on July 14, 1942, cer- 
tain railroads operating in the South 
including the railroads involved in 
the North Carolina Case, filed a peti- 
tion with the Commission asking that 
it modify its 1936 order, so as to per- 
mit them to charge 2.2 cents per mile. 
Two weeks later, without a hearing, 
without evidence, and without dis- 
cussion, the Commission entered an 
order declining to amend its 1936 
order, but modifying its 10 per cent 
rate increase order, “‘so as to author- 
ize” the petitioning railroads to charge 
2.2 cents per mile. It made no find- 
ing that the railroads needed this in- 
crease in order to maintain adequate 
railroad systems and of course could 
not have done so unless it relied upon 
the old 1936 evidence. There was no 
issue of this nature raised by any of 
the parties in the 10 per cent rate 
increase proceedings, Neither before 


nor since these southern railroads 
were authorized by the Commission 
to increase their interstate rate to 2.2 
cents has any hearing been held on the 
subject: Petition of North Carolina 
for a hearing was denied. Nor has 
there been any finding based on evi- 
dence that the 1.65 cents rate which 
the Commission found adequate, and 
neither “unreasonable nor unlawful” 
has ceased to be such. We are un- 
able to find from any of the various 
orders that the Commission has ever 
yet made findings supported by evi- 
dence and upon them set aside its 1936 
conclusions that a 1.5 cents rate for 
southern territory was reasonable and 
lawful, except to the extent that it held 
that a 10 per cent increase was jus- 
tifiable. 
* Furthermore, even assuming that 
the Commission had previously made 
a valid 2.2 cents per mile general or- 
der broadly applicable to all railroads 
in the southern territory or through- 
out the nation, it does not follow that 
such a general order must permanent- 
ly stand as to each and every separate 
railroad or railroad system. The very 
nature of such a broad general order 
requires that it contain a saving clause 
for future modification and adjust- 
ment of particular rates. This court 
declared that such a saving clause was 
essential even at the time that all 
surplus railroad profits were pooled 
for the common good of the national 
system. Wisconsin R. Commission 
v. Chicago, B. & Q. R. Co. 257 US 
563, 579, 66 L ed 371, 379, PUR 
1922C 200, 42 S Ct 232, 22 ALR 
1086; Georgia Pub. Service Commis- 
sion v. United States (1931) 283 US 
765, 772, 75 L ed 1397, 1403, 51 
S Ct 619; United States v. Louisiana 
60 PUR(NS) 
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(1933) 290 US 70, 76, 77, 79, 78 
L ed 181, 185-187, 54 S Ct 28. 

Such a saving clause left to the 
state its power to bring about par- 
ticular changes in the internal intra- 
state rate structure necessary to keep 
intrastate revenues as a class in 
harmony with interstate needs. Wis- 
consin R. Commission v. Chicago, B. 
& Q. R. Co. supra. For the Inter- 
state Commerce Commission was 
“without jurisdiction over intrastate 
rates except to protect and make effec- 
tive some regulation of interstate com- 
merce.” Illinois Commerce Commis- 
sion v. Thomson (1943) 318 US 675, 
684, 87 L ed 1075, 1081, 49 PUR 
(NS) 140, 146, 63 S Ct 834. Conse- 
quently, no one but the state had power 
to readjust its internal intrastate rate 
structure. This it undertook to do by 
a hearing focussed upon the state 


railroads individually and collective- 
ly. Four railroads were denied the 
increase, and they are the only ones 
now affected by the Interstate Com- 
merce Commission order. Other roads 


were granted the increase. Its order 
to this effect rested on evidence as to 
the differing qualities of intrastate 
and interstate accommodations afford- 
ed as well as the net revenues of dif- 
ferent roads. The state Commission 
found as to the four roads which it 
denied an increase that their profits 
from passenger revenues even on a 
1.65 cents rate were so great that con- 
tinuance of that rate would be reason- 
able and just to them. 

In the proceedings before the In- 
terstate Commerce Commission, the 
state and the Price Administrator 
presented these issues which the state 
Commission had considered. Both 
the railroads and their adversaries 
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offered evidence on the points. There 
was evidence that the four railroads 
were carrying more passengers and 
more freight, and were more pros- 
perous than they had ever been in 
their history. This evidence showed 
that they were in the highest excess 
profit tax brackets, and that some- 
where between 80 and 90 per cent of 
all their profits were subject to be paid 
for Federal taxes. 

There was evidence offered by the 
railroads, which indicated that their 
1942 per mile net cost of carrying 
coach passengers was under or about 
one cent. The Commission had found 
facts in the 1936 report, supra, 214 
Inters Com Rep(F) at pp. 216, 266, 
which indicated a mileage coach pas- 
senger cost of 3.25 cents. Evidence 
of the four railroads also showed 
their average revenue increase since 
1936 had been approximately 250 per 
cent. This great revenue increase 
transformed a 1936 $16,426 deficit of 
six North Carolina roads, including 
the four here involved, into a 1942 
$26,699,988 profit. Most of this 
increased profit was shown to have 
been derived from passenger revenues. 

All of this evidence and much 
more to which we might advert was 
sufficient to show that the Commis- 
sion might have found, had it made 
any findings on the subject at all, that 
a 1.65 cents rate for these four North 
Carolina railroads would have been a 
fair coach passenger contribution to 
revenues required to enable them to 
operate profitably and efficiently. But 
it made no findings on this subject at 
all. The purpose of the National 
Transportation Law is to assure rail- 
roads a fair net operating income and 
no more. Dayton-Goose Creek R. 
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Co. v. United States (1924) 263 US 
456, 68 L ed 388, 44 S Ct 169, 33 
ALR 472. The power of the Com- 
mission to require states to raise their 
intrastate rates depends upon wheth- 
er intrastate traffic is contributing its 
fair share of the earnings required to 
meet maintenance and operating costs 
and to yteld a fair return on the value 
of property directed to the transpor- 
tation service both interstate and in- 
trastate. United States v. Louisiana 
(1933) 290 US 70, 75, 78 L ed 181, 
185, 54 S Ct 28. But the Commis- 
sion cannot “require intrastate rates 
to be raised above a reasonable level.” 
United States v. Louisiana, supra 
(290 US at p. 78). And where there 
is evidence as here from which the 
Commission could have found that a 
rate of 2.2 cents was far above a rea- 
sonable rate level for the intrastate 
coach traffic of these four railroads, 
the Commission must make findings 
on that issue, which findings are sup- 
ported by evidence, before entering an 
order supplanting the state authority. 
Without such findings supported by 
evidence, the Commission was not 
authorized to find that the intrastate 
rates discriminated against interstate 
commerce. 

Because the order of the Commis- 
sion was not based on adequate find- 
ings, supported by evidence, the dis- 
trict court should have declined to 
enforce its order. The judgment of 
the district court is reversed. 


Mr. Justice ReEp dissenting: The 
court has set aside an order of the 


Interstate Commerce Commission 
which was entered May 8, 1944, on a 
Commission report of the preceding 
March 25th. 258 Inters Com Rep 


[6] 


(F) 133. The order covered inves- 
tigations instituted upon separate peti- 
tions of carriers in North Carolina, 
Kentucky, Alabama, and Tennessee 
to determine whether the maintenance 
of intrastate fares in these states at 
levels below fares and charges estab- 
lished for application to interstate 
traffic in respective states on October 
1, 1942, caused undue or unreason- 
able advantage, prejudice or preference 
between persons or localities in intra- 
state commerce on the one hand, and 
interstate commerce on the other, or 
any such discrimination against inter- 
state commerce. 49 USCA § 13(4) 
10A FCA title 49, § 13(4). The 
petitions sought, too, prescription of 
fares and charges by the Commission 
to remove any preference, advantage, 
prejudice or discrimination found to 
exist. See also Alabama v. United 
States and Davis v. United States 
Nos. 574 and 592, decided today [324 
US —, 89 L ed —, 60 PUR(NS) 
post, p. 91, 65 S Ct 1274]. This 
dissent is applicable both to this and 
that opinion. 

Without summarizing the entire re- 
port we call attention to a finding 
which it contains that traffic moving 
under these lower intrastate fares is 
not contributing its fair share of the 
revenues required to enable appellees 
(the interstate carriers) to render ad- 
equate and efficient transportation 
service and that this “unlawfulness 
should be removed by increasing” the 
intrastate fares to the level of the in- 
terstate fares. 258 Inters Com Rep 
(F) 154, 155. Findings 5 and 6. 
This finding, if supported by evidence, 
is in our opinion sufficient to justify 
the applicable order of May 8th which 
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is under review in this appeal. That 
order required the carriers to maintain 
and apply intrastate fares on bases no 
lower than those applied by the carriers 
in interstate transportation to, from 
and through the four states. 

The Interstate Commerce Commis- 
sion has the power to make this order 
on a valid finding of such discrimina- 
tion against interstate commerce. 49 
USCA § 13(4), 10A FCA title 49, 
§ 13(4). It has long been established 
that this section delegates a valid pow- 
er of regulation of intrastate rates to 
the Commission. Wisconsin R. Com- 
mission v. Chicago, B. & Q. R. Co. 257 
US 563, 66 L ed 371, PUR1922C 
200, 42 S Ct 232, 22 ALR 1086. 
Cf. Minnesota Rates Cases (Simpson 
v. Shepard) (1913) 230 US 352, 432, 
57 L ed 1511, 1555, 33 S Ct 729, 48 
LRA(NS) 1151, Ann Cas 1916A 18, 
and Houston E. & W. T. R. Co. v. 
United States (the Shreveport Case) 
(1914) 234 US 342, 351, 58 L ed 
1341, 1348, 34 S Ct 833. It gives 
authority to the Commission to raise 
intrastate rates so that that traffic may 
produce its fair share of the required 
earnings. United States v. Louisiana 
(1933) 290 US 70, 75, 78 L ed 181, 
185, 54 S Ct 28. And that authority 
does not depend upon the recapture, 
in whole or in part, of excess earning 
of individual railroads under the re- 
quirements of the Transportation Act 
of [February 28] 1920, 41 Stat 456, 
488, chap 91, § 15a, now repealed, 


Emergency Railroad Transportation 
Act [June 16] 1933, 48 Stat 211, 220 
chap 91, § 205, for creation of a gen- 
eral railroad contingent fund for f- 
nancing the national transportation 
system of railways. Section 13(4) 
was not changed by the Act of 1933, 
This section in conjunction with the 
revised and reénacted § 15a of the In- 
terstate Commerce Act now empowers 
the Commission, in accordance with 
the statutory provisions, to remove 
the discrimination against interstate 
commerce by prescribing intrastate 
fares.’ Florida v. United States 
(1934) 292 US 1, 4, 78 L ed 1077, 
1082, 4 PUR(NS) 498, 54 S Ct 603. 
First. Cf. Illinois Commerce Com- 
mission v. Thomson (1943) 318 US 
675, 682, 87 L ed 1075, 1080, 49 
PUR(NS) 140, 63 S Ct 834. This 
Court today recognizes this rule. The 
four states attack the finding of dis- 
crimination against interstate com- 
merce which finding is essential to the 
validity of the present order to main- 
tain intrastate fares at the level of in- 
terstate fares, on the ground that there 
is neither finding nor evidence that 
the intrastate rates are not producing 
a proper proportion of the car- 
riers’ needed revenue. This court 
sustains the attack as sufficient to in- 
validate the Commission order. We 
think the argument, which the court 
has sustained, has its source in a mis- 
conception of the purpose of this pres- 
ent proceeding. 





1 The present § 15a, 49 USCA 10A FCA 
title 49, § 15a reads as follows : 

op ) When used in this section, the term 
‘rates’ means rates, fares, and charges, and all 
er my earn regulations, and practices re- 


lating 

(2) Tn th the exercise of its power to pre- 
scribe just and reasonable rates the Commis- 
sion shall give due consideration, among other 
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factors, to the effect of rates on the movement 
of traffic by the carrier or carriers for which 
the rates are prescribed; to the need, in the 
public interest, of adequate and efficient rail- 
way transportation service at the lowest cost 
consistent with the furnishing of such service; 
and to the need of revenues sufficient to enable 
the carriers, under honest, economical, and ¢ 

cient management to provide such service.” 
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The petitions were filed by the car- 
riers, the investigation was made and 
the order under dispute here was en- 
tered to coordinate the intrastate pas- 
senger fares in these four states with 
the passenger fare structure of the en- 
tire country. 258 Inters Com Rep 
(F) 133. There had been a number 
of recent proceedings involving the 
national structure. The evidence, 
which will be refered to later, present- 
ed in those proceedings is, we think, 
properly to be considered in this in- 
vestigation and the power of the Com- 
mission to require intrastate fares to 
conform to interstate fares in the four 
states is to be appraised in the light 
of a purpose to establish a national 
passenger rate structure. The court 
apparently accepts as a premise the 
contention of the states that the pres- 
ent proceeding is an isolated investi- 
gation by the Commission into an ap- 
plication by the respective carriers in 
the four states to have their intrastate 
fares raised to the level of their inter- 
state fares because the intrastate earn- 





ings were below a fair proportion of 
the carriers’ total required income.* 
Instead we think that these proceed- 
ings are but another step in the com- 
prehensive regulation by the Commis- 
sion of the general passenger fare 
structure. 

Basic Interstate Fares. The basic 
passenger fares were first investigated 
on a national scale by the Commission 
in Re Passenger Fares & Surcharges, 
No. 26,550, decided February 28, 
1936. In this proceeding carrier 
coach and Pullman fares respectively 
were fixed at not to exceed 2 and 3 
cents per passenger mile. 214 Inters 
Com Rep(F) 174, 256.5 The order, 
see paragraph 3, page 257, left these 
respondent roads in the southern ter- 
ritory free to continue certain experi- 
mental fares, which were as low as 1.5 
cents per mile in coaches. A 10 per 
cent increase, applicable to both the 
basic 2 and 3 cent fares and the exper- 
imental fares, was allowed on Janu- 
ary 21, 1942, in a proceeding before the 
Commission, docketed as Ex parte No. 





2Compare the following excerpt from the 
opinion of the court, ante, p. 77: 

“But the question posed by the Commis- 
sion’s conclusion was whether the particular 
North Carolina railroads were obtaining from 
North Carolina’s intrastate passenger rates 
their fair part of such funds as were required 
to enable these particular railroads to render 
adequate and efficient service. The Cormmis- 
sion made no findings as to what contribution 
from intrastate trafic would constitute a fair 
proportion of the railroad’s total income. It 
made no finding as to what amount of revenue 
was required to enable these railroads to op- 
erate efficiently. Instead, it relied on the mere 
existence of a disparity between what it said 
was a reasonable interstate rate and the intra- 
state rate fixed by North Carolina. It thought 
this action was justified by this court’s opin- 
ion in Illinois Commerce Commission v. Unit- 
ed States (1934) 292 US 474, 485, 78 L ed 
1371, 1379, 54 S Ct 783.” 

8States made the earliest efforts to limit 
passenger fares. FE. g. Kansas, 1901, § 66- 
167, Revised Statutes of Kansas (1923); 
North Dakota, 1907, § 4796, Compiled Laws 
of North Dakota (1913) ; Illinois, 1907, § 170, 


83 


Callaghans [Illinois Statutes Annotated 
(1924); Iowa, 1913, § 8126, Code of Iowa 
(1924). Such limitations were, of course, not 
uniform. On May 25, 1918, by General Or- 
der No. 28, the United States Railroad Ad- 
ministration in order to increase the operating 
revenue fixed the national basic passenger fare 
in coaches, interstate and intrastate, at not 
less than 3 cents per mile, with a surcharge 
for Pullmans. This produced a considerable 
degree of uniformity. An increase of 20 per 
cent or to 3.6 cents was made as of August 
26, 1920. In the depression of the 1930’s cer- 
tain carriers operating in southern territory 
experimented with fair success on revenues 
with fares as low as 1.5 cents per mile in 
coaches. Re Alabama Intrastate Fares (1944) 
258 Inters Com Rep (F) 133, 134. 

Approximate uniformity before 1936 was 
maintained by the Commission’s use of 13(4) 
orders to bring intrastate fares into line with 
interstate fares. The Commission found it 
more convenient later to secure state adoption 
of its rates by codperation through agreement. 
See Sharfman, The Interstate Commerce 
Commission II, pp 287-344. 
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148, Increased Railway Rates, Fares, 
& Charges, 248 Inters Com Rep(F) 
545, 549, 564, 566, 612. A reference 
to the Commission’s decisions in the 
above proceedings will indicate the full 
hearing which was given the fare 
problems in those cases. In the Pas- 
senger Fares & Surcharges Case, the 
report of the Commission, 214 Inters 


Com Rep(F) at p 175, shows that all, 


carriers by railroad subject to the act 
were made respondents and that a 
committee of the state Commissioners 
codperated with the Commission in 
determining the issues. In the In- 
creased Railway Rates, Fares & 


Charges Case, all the states were noti- 
fied of the pendency of the proceeding 
and a committee of the state Commis- 
sions also attended the hearing and 
oral argument and conferred as to the 


determination of the issues. 248 
Inters Com Rep(F) at p. 549. All 
rail carriers were again before the 
Commission. 

After the 10 per cent increase, the 
railroads of southern passenger asso- 
ciation territory filed, on July 14, 
1942, a petition in Re Passenger 
Fares & Surcharges, No. 26,550, seek- 
ing a modification of paragraph 3 of 
the conclusions, 214 Inters Com Rep 
(F) at p. 257, to enable them to file 
tariffs increasing their coach fare to 
2.2 cents (2 cents plus 10 per cent). 
The Commission ruled that its former 


decision in No. 26,550, 214 Inters 
Com Rep(F) at p. 256, permitted all 
railroads, respondents therein, which 
included applicants, to charge a basic 
fare of 2 cents and that a general in- 
crease of 10 per cent on these rates 
had been authorized in Ex parte No, 
148, Increased Railway Rates, Fares, 
& Charges, and that therefore the 
Commission could and it did author- 
ize the application of the 2.2 cent basic 
rate to interstate rates in southern 
territory. The Commission by order 
of August 1, 1942, directed that the 
petition in No. 26,550 be denied, 
evidently because the order in that 
number had been superseded by the 
“Increased Rates” proceedings, Ex 
parte No. 148, Increased Railway 
Rates, Fares, & Charges, and that its 
order in Ex Parte No. 148, Increased 
Railway Rates, Fares, & Charges be 
modified to effectuate this increase 
and that it be left otherwise un- 
changed.* The participating carriers 
then approached the separate state au- 
thorities to obtain their consent to the 
increase for intrastate passenger traf- 
fic in accordance with the recitation in 
the order of January 21, 1942, in Ex 
parte No. 148, Increased Railway 
Rates, Fares, & Charges.® On the re- 
fusal of the rate regulatory authori- 
ties of North Carolina, Alabama, Ten- 
nessee, and Kentucky to authorize the 
application of the increased interstate 





4“It is further ordered, that the order of 
January 21, 1942, in Ex parte No. 148, Re In- 
creased Railway Rates, Fares, & Charges be, 
and it is hereby, further modified so as to au- 
thorize the aforesaid petitioners to apply the 
increase of 10 per cent approved in said or- 
der to a basic coach fare of 2 cents per mile 
on the lines of said petitioners, subject to the 
rule for the disposition of fractions as modi- 
fied by order of July 6, 1942, in said proceed- 
ing, and that in all o er respects said order 

of january 21, 1942, shall remain in full force 
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5 The portion of the order referred to reads 
as follows: 

“It appea . . that the proper au- 
thorities of of all states have been notified of this 
proceeding, and similar application has been 
or will be made to the regulatory authority of 
the ss ve states for permission to increase 
similarly petitioners’ intrastate rates, fares, 
and charges ; 

“It is ordered, that the increased 
fares as proposed by the said — 
and they are hereby, approved, . 
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basic coach fare of 2.2 cents, with cor- 
responding adjustments for Pullmans, 
to all intrastate fares, this present pro- 
ceeding was initiated by the carriers 
to secure the Commission order of 
May 8, 1944, here involved, which re- 
quires the application of a basis no 
lower than their present interstate 
basis to intrastate fares, notwithstand- 
ing the refusal of the state rate author- 
ities to authorize a similar application. 
The Commissions of the respective 
states, and the Price Administrator 
for himself and the Director of Eco- 
nomic Administration intervened. 


The foregoing references make 
plain that beginning with the compre- 
hensive investigation on passenger 
fares, which was instituted by Com- 
mission order of June 4, 1934, and re- 
sulted in the order of February 28, 
1936, 214 Inters Com Rep(F) 174, 
the state regulatory authorities have 
not only been advised of the rate pro- 
ceedings but have participated in them. 
The record specifically shows this 
participation except in the supple- 
mentary proceeding under docket No. 
26,550, which was filed July 14, 1942, 
and resulted in the order of August 
1, 1942, in docket Ex parte No. 148, 
Increased Railway Rates, Fares, & 
Charges. This August 1, 1942, or- 
der, note 4 supra, permitted increas- 
ing the carriers’ interstate fares of 
1.65 cents per passenger mile (the 1.- 
50 cents of the 1936 experimental 
southern district fares, then adjudged 
by the Commission to be “not unrea- 
sonable or otherwise inlawful,” 214 
Inters Com Rep(F) at p 257, par 3, 
and the 10 per cent increase thereon 
of Ex parte No. 148, Increased Rail- 
way Rates, Fares, & Charges, 248 
Inters Com Rep(F) 545, 564-566) 
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to 2.2 cents. There was no occasion 
or requirement for hearing or report 
by the Commission or notice to the 
states of the petition of the southern 
passenger association carriers for per- 
mission to apply this 2.2 cents basic 
passenger rate to their interstate traf- 
fic. 

The southern railroad passenger 
rate problem was stated in the terms of 
“what reasonable fare basis will meet 
with the greatest revenue response 
from the public?” 214 Inters Com 
Rep(F) at p 201. The conclusion of 
the Commission is thus summarized 
at page 255, finding of fact No. 11: 

“Giving appropriate consideration 
to all of the evident circumstances and 
conditions which are likely to affect 
the ultimate revenue result to respond- 
ents, a maximum-fare basis, one way 
and round trip, for general applica- 
tion, of 2 cents per mile in coaches 
and 3 cents per mile in Pullmans would 
be most likely to lessen the transporta- 
tion burden of respondents and to 
harmonize with present-day economic 
conditions, with consequent fuller as- 
surance to the respondents of realiz- 
ing a fair return upon their property 
investment. There is doubt whether 
at least in the southern district a coach 
fare of 1.5 cents per mile is not pro- 
ducing better revenue results for those 
respondents than would any higher 
fare, and it may also be that round- 
trip fares on both coach and Pullman 
traffic at a lower rate per mile than the 
one-way fares herein prescribed would 
bring to respondents better revenue 
results than the higher fares. These 
matters are left to the discretion of re- 
spondents.” 

This resulted in the following pro- 
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vision by the Commission, at page 
257: 

“3. The present experimental fares 
in the southern and western districts 
and on the Norfolk & Western are not 
unreasonable or otherwise unlawful.” 
Obviously this provision was to make 
clear that the current lower rates of 
the southern carriers were not disap- 
proved. It cannot properly be read, 
even though entirely isolated from its 
context as a requirement that the 
southern carriers should continue to 
apply this lower basis to their pas- 
senger fares. The preceding provi- 


sion limited the regular passenger fare 
structure of all railroads, including of 
course the southern carriers now ap- 
pellees, to a maximum of 2 cents per 
passenger mile in coaches, without 
prejudice to lower fares. 


Lower fares 
were “discretionary” with the com- 
pany. The accompanying order limit- 
ed maximum interstate fares generally 
to 2 cents and contained no reference 
to the lower experimental fares. Thus 
a national interstate basis schedule, 
universally applicable * was established 
by the report and order in docket No. 
26,550, the Passenger Fares & Sur- 
charges Decision, and this basis was 
increased to 2.2 cents per mile by the 
January 21, 1942, order in Ex parte 
No. 148, Re Increased Railway Rates, 
Fares, & Charges, 248 Inters Com 
Rep(F) 545. Consequently when the 
southern carriers, appellees here, peti- 
tioned on July 14, 1942, seeking a 
modification to permit the publication 
of interstate passenger tariffs in con- 
formity with the previous conclusions 
in No. 26,550 and Ex parte No. 148, 
Increased Railway Rates, Fares, & 





6 There were certain specified exceptions 
214 Inters Com Rep (F) at p. 244. 
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Charges, no further investigation, re- 
port or notice to anyone was needed. 

The interstate basis had been fixed 
at 2.2 cents a few months before. 
Carriers and states alike had acqui- 
esced. The carriers now wished to ex- 
ercise the discretion to raise fares, 
which discretion had been reserved to 
them in No. 26,550, 214 Inters Com 
Rep(F) at p 255, and. subsequent con- 
clusions 2 and 3, at p..256. All that 
was necessary was to modify the order 
in Ex parte No. 148, Increased Rail- 
way Rates, Fares, & Charges of Jan- 
uary 21, 1942, which had approved, 
“as proposed,” a requested 10 per 
cent increase in fares “as published in 
passenger tariffs,” 248 Inters Com 
Rep(F) at pp. 550, 565, and the order, 
note 5 supra, so that the limitation “as 
published in passenger tariffs” would 
be removed. The appellee carriers 
had outstanding published tariffs of 
1.50 cents when the January 21, 1942, 
order was entered. The August 1, 
1942, order removed the limitation. 
See note 4 supra. 

The preceding paragraphs under 
“Basic Interstate Fares” demonstrate, 
we think, that no further hearings or 
findings by the Commission were nec- 
essary to enable the Commission to 
authorize the application of the nation- 
al basis of 2.2 cents to their interstate 
fares by the appellee carriers, instead 
of the 1.65 cents in effect prior to the 
order of August 1, 1942. 

Discrimination against Interstate 
Commerce. The court holds, how- 
ever, that even if it is assumed that 
the order permitting the interstate 
basic fare of 2.2 cents is valid, it does 
not follow that the intrastate passen- 
ger traffic earnings on the 1.65 cent 
rate are not contributing a fair pro- 
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portion of the required total earnings 
of the road. The court points to evi- 
dence from which the Commission 
might have found that the 1.65-cent 
basis, or a lower basis than 2.2 cents, 
would produce sufficient to meet the 
intrastate contribution. Evidence is 
set out in the court’s opinion showing 
greatly increased passenger earnings. 
The court concludes that as such evi- 
dence is presented in this record, the 
Commission must make finding that 
no lower fare will produce intrastate 
traffic’s proportion of revenue before 
requiring the application of the inter- 
state 2.2-cent rate to intrastate fares. 

This argument, we think, flows 
from another phase of the same mis- 
conception to which we earlier re- 
ferred as the source of the court’s er- 
roneous conclusion. These proceed- 


ings ought not to be treated as isolat- 
ed efforts to secure highter intrastate 
rates because the present intrastate 
rates are not producing their fair share 


of the total required income. To the 
court’s requirement, which it reads 
into §§ 13(4) and 15a, of a specific 
finding on the issue of whether the 
present 1.65-cent intrastate rate pro- 
duces now the proper intrastate pro- 
portion of revenue, there seems to us a 
conclusive answer. The _ interstate 
maximum was adopted by the Com- 
mission on the assumption that the in- 
trastate rates would be adjusted to the 
same level. Therefore revenue from 


intrastate rates at the interstate fares 
is required to produce the needed in- 
come. 

In this present proceeding the va- 
lidity of the interstate rate of these 
carrier appellees was reéxamined.” 
Evidence as to each appellee carrier of 
former deficits from its entire passen- 
ger traffic prior to 1942 was noted. 
Evidence as to their passenger oper- 
ating ratios, their increased expenses, 
their net earnings on passenger busi- 
ness and other operations also, was re- 
ceived and appraised. Attention was 
called, 258 Inters Com Rep(F) at p. 
142, to the fact that the previous in- 
vestigation into passenger rates, Ex 
parte No. 148, Increased Railway 
Rates, Fares, & Charges had antici- 
pated the earnings during war years, 
at p. 142, and their need for deferred 
maintenance and war service, at p. 148. 
The interstate basic rate was found 
just and reasonable. See Re Alabama 
Intrastate Fares (1944) 258 Inters 
Com Rep(F) 133, 137. 

The figures used were aggregate 
figures for past passenger receipts and 
expenses. Audits for representative 
periods showed the estimated amount 
of additional revenue from the in- 
creased intrastate fares.* The statis- 
tics for the net railway operating in- 
come were introduced which covered 
all receipts and expenses. The evi- 
dence of train service in the respective 
states led the Commission to find that 





™The national investigation, Ex parte No. 
148, Increased Railway Rates, Fares, & Charg- 
es has also been reopened and reéxamined 
as late as December 12, 1944, but the passen- 
= rates were left unchanged. 259 Inters 

om Rep (F) 159. This report discussed in- 
termediate reéxaminations of the national pas- 
senger rate structure. 

8Re Alabama Intrastate Fares (1944) 258 
— Com Rep (F) 133, 154, 155, Finding 


“Respondents’ revenues under the lower in- 
trastate fares are less by at least $725,000 per 
annum in Alabama, $500,000 in Kentucky, 
$525,000 in North Carolina, and $525,000 in 
Tennessee than they would be if those fares 
were increased to the level of the correspond- 
ing interstate fares, and traffic moving under 
these lower intrastate fares is not contributing 
its fair share of the revenues required to en- 
able respondents to render adequate and effi- 
cient transportation service.” 
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travel conditions were “substantially 
similar,” 258 Inters Com Rep(F) at 
p. 154. If the Commission’s conclu- 
sion as to carrier revenue needs as- 
sumed equal intrastate and interstate 
fares and if the present interstate rates 
were held “just and reasonable,” it 
follows that the finding that the lower 
intrastate rates were not contributing 
their fair share of the “revenues re- 
quired to enable respondents to render 
adequate and efficient transportation 
service” was proper. This logically 
led to the finding 6, that this failure 
of intrastate traffic to contribute its 
part discriminated against interstate 
commerce. 

The determination of the necessary 
basic interstate rate in all these pro- 
ceedings was made on the supposition 
of intrastate rates of equal level. 


When general basic rates, fares, or 
charges are fixed by the Commission, 
the Commission necessarily gives con- 
sideration “to the need of revenues 
sufficient to enable the carriers, under 
honest, economical, and efficient man- 
agement to provide” railway transpor- 


tation at the lowest cost. Section 15a. 
Therefore when interstate rates are 
fixed with the supposition of an equal 
level for intrastate rates, for substan- 
tially similar service, it requires a con- 
tribution on that basis from intrastate 
rates to avoid intrastate discrimina- 
tion against interstate traffic. If it 
appears that interstate fares have been 
fixed with the supposition of an equal 
level for intrastate fares, then it is 
clear that intrastate rates are not pro- 
ducing their expected revenue. The 
Commission thus would have mani- 
fested its consideration of the statu- 
tory requirements of §§ 13(4) and 
15a that due consideration be given 
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revenue and efficient management in 
finding unjust discrimination against 
interstate commerce and in prescrib- 
ing the intrastate rate which would re- 
move the discrimination. See United 
States v. Carolina Freight Carriers 
Corp. (1942) 315 US 475, 489, 86 L 
ed 971, 982, 43 PUR(NS) 423, 62 
S Ct 722. 

In the proceeding in’ which these 
southern interstate carriers were per- 
mitted to apply the general basic inter- 
state coach rate of 2.2 cents, the order ° 
therein of August 1, 1942, by adopt- 
ing the order of January 21, 1942, in 
Ex parte No. 148, Increased Railway 
Rates, Fares, & Charges, 248 Inters 
Com Rep(F) 545, required the appel- 
lee carriers to make application to the 
state authorities for similar intrastate 
increases. See note 5, supra. The 
required applications led directly to 
this litigation. 

Both in Re Passenger Fares & Sur- 
charges (1936) 214 Inters Com Rep 
(F) 174, 257, par 5, and Ex parte 
No. 148, Increased Railway Rates, 
Fares, & Charges, supra, 248 Inters 
Com Rep(F) at pp. 565, 566, which 
are the two investigations which 
brought interstate coach fares to a 
maximum of 2.2 cents per passenger 
mile, the Commission itself ordered 
the numerous intrastate fares which 
were under its direction because regu- 
lated by the Commission through pre- 
vious § 13 proceedings, modified in 
accordance with the interstate fares. 
As pointed out in the preceding para- 
graph the order in Ex parte No. 148, 
Increased Railway Rates, Fares, & 
Charges required application to state 
rate regulatory bodies for authority 
to increase the intrastate passenger 
rates to the same level. Specific con- 
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sideration was given to various objec- 
tions raised by state Commissions to 
the proposed new fares and rates, all 
with an eye to securing future com- 
pliance by the states with the inter- 
state rates to be set by the Commis- 
sion. See 248 Inters Com Rep(F) 
at pp. 560, 565, 574, 580, 582. In the 
Passenger Fares & Surcharges inves- 
tigation, the figures on passenger traf- 
fic reflect the aggregate use of trains 
without consideration of a division of 
the traffic between inter- and intra- 
state. 214 Inters Com Rep(F) 174, 
176, 179, 180, 185, 200, 209, 221, 230, 
231. The Commission said at p. 187: 

“At the time the 1920 increase was 
authorized many of the states prohibit- 
ed passenger fares above certain 
amounts per mile, most of them 2 
cents or 2.5 cents, and § 13 orders by 


us became necessary in order to bring 
the intrastate fares in those states up 
to the interstate basis.” 

The tables of passenger statistics in 
the appendices do not separate the 


traffic. Revenue from all passenger 
traffic was the dominant motive. See 
“Fact Findings,” at p 253. Evidence 
in Ex parte No. 148, Increased Rail- 
way Rates, Fares, & Charges likewise 
related to aggregate revenue. So did 
the expected increases. 

“On the basis of traffic, both inter- 
state and intrastate, moved during 
1941 and moving when the petition 
was filed, allowing for readjustments 
required by commercial and traffic 
conditions, petitioners estimate that 
the proposals will yield increased rev- 
enue for all class I railroads of about 
$356,956,000 per year.” 248 Inters 
Com Rep(F) at p. 552. 

The interstate increase of Ex parte 
No. 148 “became effective on intra- 
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state traffic in all of the states” by 
state order. 258 Inters Com Rep(F) 
at p. 136. The general considerations 
on the decline in railroad passenger 
traffic which motivated the Commis- 
sion in establishing the new inter- 
state rate applied to both intrastate 
and interstate traffic. 214 Inters Com 
Rep(F) at p. 176; 248 Inters Com 
Rep(F) at p. 551. As a matter of 
fact, separation of interstate and in- 
trastate income is not required by the 
Commission in its annual reports. 49 
CFR § 120.11 et seq. These proceed- 
ings convince us that the Commission 
reached its conclusion as to the proper 
interstate rate with the understanding 
that the interstate rate would be ap- 
plied to intrastate traffic and that such 
revenue as might result from that ap- 
plication were needed by the carriers 
involved to furnish adequate service. 
Under § 13(4) of the Interstate 
Commerce Act in proceedings as to 
unjust discrimination against inter- 
state commerce, the issue is not the 
earnings from intrastate traffic but the 
appropriate proportion of those earn- 
ings as compared with earnings from 
interstate commerce. Section 15a re- 
quires consideration of costs, economy, 
and adequate transportation service. 
Section 13(4) requires a finding of 
discrimination against interstate com- 
merce as a basis for regulation of in- 
trastate commerce, 258 Inters Com 
Rep(F) at pp. 154, 155, pars 5 
and 6. It may be that the earnings 
from intrastate commerce may some- 
times be one percentage of aggre- 
gate earnings and at another time an- 
other percentage. The Commission 
may conclude that the carriers’ re- 
quired revenue may best be obtained 
from intrastate passenger fares rather 
60 PUR(NS) 
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than from freight rates. The reverse 
was once true. Cf. 214 Inters Com 
Rep(F) at p. 227. These are matters 
for Commission decision. 

The language of § 15a has been 
modified from its original form in the 
Transportation Act of 1920 so that it 
no longer specifically empowers the 
Commission to deal with fares and 
rates of carriers as a whole for the na- 
tion or as a whole in designated terri- 
tories or rate groups. We think, how- 
ever, that the present statute, “In the 
exercise of its power to prescribe just 
and reasonable rates,” the Commis- 
sion shall give consideration to vari- 
ous named factors, is adequate to per- 
mit general rate regulation under 
§ 15a and § 1(5). This power has 
been unquestioned. See Re Passen- 


ger Fares & Surcharges (1936) 214 


Inters Com Rep(F) 174, and Class 
Rate Investigation No. 28,300 and 
Consolidated Freight Classification 
No. 28,310. It is the only practicable 
approach to the problem. See discus- 
sion in New England Divisions Case 
(Akron, C. & Y. R. Co. v. United 
States) (1923) 261 US 184, 196, 67 
L ed 605, 612, 43 S Ct 270. We can- 
not treat the present proceeding as 
disassociated from the general investi- 
gation into passenger fares. United 
States v. Louisiana (1933) 290 US 
70, 76-79, 78 L ed 181, 186-188, 54 
S Ct 28. We think it is adequately 


shown that the orders in the general 
investigation were predicated upon the 
assumption that intrastate passenger 
traffic would have an equal basis with 
interstate traffic for fares. 

Unjust or Unreasonable Intrastate 
Fares. It may be that the intrastate 
fares prescribed by the Commission 
are unjust or unreasonable in certain 
items. The report of the Commission 
provides a remedy for such a situa- 
tion: 

“The foregoing findings are with- 
out prejudice to the right of the au- 
thorities of the affected states, or of 
any interested party, to apply for mod- 
ification thereof as to any specific in- 
trastate fare on the ground that such 
fare is not related to interstate fares in 
such a way as to contravene the pro- 
visions of the Interstate Commerce 
Act.” 258 Inters Com Rep(F) at 
p. 155. 

The remedy for a readjustment of 
the basic interstate fare or for a sepa- 
ration of the levels of interstate and 
intrastate fares is by application to the 
Commission for reopening of Re Pas- 
senger Fares & Surcharges (1936) 
214 Inters Com Rep(F) 174. 

We do not consider the other points 
which are raised by the appeal. 


The Cuier Justice, Mr. Justice 
Roserts, and Mr. Justice FRANK- 
FURTER join in this dissent. 





60 PUR(NS) 





ALABAMA v. UNITED STATES OF AMERICA 


UNITED STATES SUPREME COURT 


State of Alabama et al. 


v 


United States o America et al. 


: Nos. 574, 592 
— US —, 89 L ed —, 65 S Ct 1274 
June 11, 1945 


PPEAL from decree denying injunction against enforcement 
A of Interstate Commerce Commission order increasing in- 
trastate railroad passenger rates to the level of interstate railroad 
passenger rates; reversed. For case below, see (1944) 56 F 

Supp 478. 


Discrimination, § 148 — Railroad rates — Federal Commission order — Increase 


of intrastate rates. 


An order of the Interstate Commerce Commission increasing intrastate rail- 
road passenger rates to the level of interstate railroad passenger rates was 
improper, where there was evidence from which the Commission could have 
found that the intrastate passenger rates involved were sufficient to pay 


each railroad a substantial profit 


for each mile it carried an intrastate 


passenger, and where the state Commissions involved had held hearings and 
determined that the intrastate rates were adequate in every respect to give 
the railroads involved a sufficient income to compensate them fully for their 
services and to enable the railroads adequately and efficiently to operate 
in the state, and where there was evidence that the railroads were enjoying 


an unprecedented prosperity. 


(Stone, CJ., Roperts, REED, and FRANKFuRTER, JJ., dissent.) 


> 


APPEARANCES: J. E. Marks, of 
Lexington, Kentucky, argued the 
cause for appellants, Commonwealth 
of Kentucky, et al; Forman Smith, of 
Montgomery, Alabama, argued the 
cause for appellants, state of Alabama, 
et al.; Leon Jourolmon, Jr., of Nash- 
ville, Tennessee, argued the cause for 
appellants, state of Tennessee, et 
al.; David F. Cavers, of Washing- 
ton, D. C., argued the cause for Wil- 
liam H. Davis, Economic Stabilization 
Director, etc., appellee in No. 574 and 


appellant in No. 592; Allen Crenshaw, 
of Washington, D. C., argued the 
cause for appellees, United States and 
Interstate Commerce Commission; 
Charles Clark, of Washington, D. C., 
argued the cause for appellees, Ala- 
bama Great Southern R. Co. et al. 


Mr. Justice BLack delivered the 
opinion of the court: The states of 
Alabama, Tennessee, and Kentucky 
filed a bill in a Federal district court 
seeking to set aside and enjoin enforce- 
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ment of an order of the Interstate Com- 
merce Commission. The Federal Eco- 
nomic Stabilization Director, acting 
through the Price Administrator, was 
granted the right to intervene. The 
Commission’s order directed that in- 
trastate railroad rates in Alabama, 
Kentucky, Tennessee, and North Car- 
olina, be raised to the level of interstate 
rates fixed by the Commission.’ The 
district court declined to enjoin en- 
forcement of the order (1944) 56 F 
Supp 478, and the case is here on di- 
rect appeal under § 210 of the Judicial 
Code, 28 USCA § 47a, 7 FCA title 
28, § 47a. 

The issues here are substantially the 
same as in Nos. 560 and 561, this day 
decided [324 US —, 89 L ed —, 60 
PUR(NS) ante, p. 72, 65 S Ct 1260], 
which involved the same order of the 
Commission as it applied to rates in 
the state of North Carolina. The 
Commission relied basically on the 
1936 rate order [214 Inters Com Rep 
174] to which we referred in our opin- 
ion in the North Carolina Case. Here 
also the Commissions of the three 
states had held hearings and deter- 
mined that the intrastate rates were 
adequate in every respect to give the 
particular railroads involved a suffi- 
cient income to compensate them fully 


for their services and to enable the 
railroads adequately and efficiently to 
operate in the state. There was evi- 
dence before each of the state Commis- 
sions, as there was before the Inter- 
state Commerce Commission, that the 
railroads were enjoying an unprece- 
dented prosperity and reaping a tre- 
mendous harvest of profits from their 
railroad operations inthe state. There 
was evidence from which the Interstate 
Commerce Commission could have 
found that the intrastate passenger 
rates involved were sufficient to pay 
each railroad a substantial profit for 
each mile it carried an intrastate pas- 
senger. The findings here possess the 
same infirmities as those in the North 
Carolina Case. It follows that our 
judgment must be the same. 

Because the order of the Commis- 
sion was not based on adequate find- 
ings supported by evidence, the district 
court should have declined to enforce 
the Commission’s order. The judg- 
ment of the district court is therefore 
reversed. 

The Curer Justice, Mr. Justice 
Roserts, Mr. Justice REED, and Mr. 
Justice FRANKFURTER dissent for the 
reasons stated in the dissent to Nos. 
560, 561, decided today. 





1 (1944) 258 Inters Com Rep (F) 133. The 
state 1.65 cents per mile pasenger coach rate 
was directed to be raised to 2.2 cents per mile. 
Round trip coach rates were ordered propor- 


tionately raised. Sleeping and parlor car in- 
trastate fares in some of the state were also 
directed to be increased. 
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RE THE SOUTHERN NEW ENGLAND TELEPHONE CO. 


: the CONNECTICUT PUBLIC UTILITIES COMMISSION 
Uy to 

S evi- 

— Re The Southern New England 

at the 

tes Telephone Company 

1 tre- 

their Docket No. 7557 

There June 27, 1945 

rstate |S ginenon in proceeding relating to applicability to housing 
have authorities of telephone tariff provision for reduced rates 
ager to municipalities; conclusion that housing authorities are not 
) pay entitled to reduction reaffirmed. For previous decision, see 
t for (1945) 57 PUR(NS) 129. 

pas- 

s the Discrimination, § 45 — Rate concessions to political subdivisions — Interpretation 


of tariffs. 
1. A tariff provision for concessions where service is paid for by a state, 
county, or municipal government without reimbursement from the indi- 
vidual in whose office the service is furnished is construed as confining 
the concession rate within the ambit of such a corporation acting as a po- 
litical or governmental body composed of taxpayers, in which there is a 


forth 
our 


direct relationship between the body as a corporate entity and the taxpayers 
composing the body, illustrated essentially by the incidence or impact of 
the tax burden, which arises out of the functioning of the municipal cor- 
poration, falling upon the taxpayers; and in the absence of such a tax 
relationship the concession rate is not available to a municipal corporation 
or other public corporation, p. 96. 


Discrimination, § 59.1 — Rate concessions to political subdivisions — Housing 
authorities — Tariffs. 

2. Housing authorities are not entitled to any reduction in telephone charges 
by virtue of a tariff provision for concessions where service is paid for by 
a state, county, or municipal government without reimbursement from the 
individual in whose office the service is furnished, even though housing 
authorities may be regarded either as municipal corporations or public cor- 
porations functioning as political subdivisions of the state, p. 96. 

Discrimination, § 45 — Rate concessions to public corporations. 
3. There is no good reason why a public utility company should not deny 
rate concessions to hybrid public corporations, so long as the classification 
of its customers stands unchallenged by the regulatory body and part of 
the purpose of the classification is to prevent an undue extension of con- 
cession rates, in view of the necessarily strict construction to be placed upon 
concession rates because such a practice approaches the border ground of 
discrimination between customers, p. 98. 


> 
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By the CoMMISSION: 


Memorandum of Decision Upon 
Further Hearing 


In a finding dated February 6, 
1945, in the above-entitled docket, 57 
PUR(NS) 129, the Commission 
reached the conclusion that housing 
authorities created under the General 
Statutes of the state of Connecticut, 
receiving telephone service in this 
state from The Southern New Eng- 
land Telephone Company, are not en- 
titled to any reduction in charges for 
telephone service by virtue of any pro- 
vision in the tariff of that company 
on file with the Commission and pres- 
ently in force. While the Commis- 


sion concluded in its finding that 
housing authorities in this state are 
either municipal corporations or pub- 
lic corporations functioning as political 


subdivisions of the state, the Com- 
mission further found that they did 
not come within § 4 (Part II, § 5, 
Par D) of the tariff of said telephone 
company applying concession rates to 
municipal and other public corpora- 
tions, which § 4 reads as follows: 

“Municipal rates as specified above 
are allowed only where the service is 
paid for by the state, county or munici- 
pal government, public school district, 
parochial school, or volunteer fire de- 
partment without reimbursement from 
the individual in whose office the serv- 
ice is furnished.” 

The Commission found in effect 
that the cost of telephone service used 
by the housing authority is not “the 
service paid for by the state, 
county, or municipal government 

without reimbursement 
”- that there is no burden im- 
posed upon the taxpayer as a result 
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of telephone service supplied to a hous- 
ing authority. The housing authori- 
ties were, therefore, held not to be en- 
titled to the concession rates, known 
as municipal rates, created in § 1 of 
said tariff of The Southern New Eng. 
land Telephone Company. That § 1 
reads as follows: 

“Concession rates, known as munic- 
ipal rates, apply as specified below to 
service furnished municipal, county, 
and state governments, public school 
districts, and parochial schools. These 
rates also apply to official service of 
active volunteer fire departments.” 

The Commission incorporates by 
reference and makes a part of this 
further finding its finding in this 
docket dated February 6, 1945, just 
referred to. 

The Housing Authorities, by their 
counsel, filed with the Commission 
under date of March 2, 1945, a motion 
to reopen the hearing and decision out 
of which the Commission’s finding of 
February 6, 1945, arose. They al- 
leged in their motion as follows: 

“The Housing Authorities move 
that the Public Utilities Commission 
reopen its decision and hearing in the 
above matter for the purpose of allow- 
ing evidence to be presented concern- 
ing the application of § D, Par 4, of 
the General Exchange Tariff of the 
Southern New England Telephone 
Company to Housing Authorities. 

“The specific evidence that the 
Housing Authorities desire to present 
concerns the question of whether the 
service rendered such Housing Au- 
thorities is paid for by the state, 
county, or municipal government with- 
out reimbursement from the individual 
in whose office the service is fur- 
nished.” 





RE THE SOUTHERN NEW ENGLAND TELEPHONE CO. 


The Commission granted the motion 
to reopen the hearing and ordered 
that the hearing held in this docket 
on November 20, 1944, be reopened 
and a further hearing be held at the 
office of the Commission in Hartford, 
Room 585, State Office Building, on 
Wednesday, April 4, 1945, beginning 
at 11 o’clock in the forenoon ; limited, 
however, to the subject matter con- 
tained in the motion. Notice of the 
further hearing, as so limited, was 
given by the Commission to the Hous- 
ing Authorities of the state of Con- 
necticut, to The Southern New Eng- 
land Telephone Company, and to oth- 
er interested parties, and by legal 
notice in newspapers having a circula- 
tion in Hartford and Bridgeport, as 
on file appears. At said time and place 
the Housing Authorities of the state of 
Connecticut appeared by counsel. The 
Southern New England Telephone 
Company also appeared by counsel. 

At the further hearing testimony 
was offered that the Housing Author- 
ity in New Haven, in paying the bill 
rendered to it for telephone service, 
does so out of its own corporate funds 
and that such payment is made “with- 
out reimbursement from the individual 
in whose office the service is fur- 
nished.” (Section 4 of the tariff.) 
Since there was no testimony at the 
original hearing nor at the further 
hearing that any individual, other 
than officers or agents of the housing 
authority, are located in the office of a 
housing authority, this testimony re- 
specting the lack of reimbursement 
may be regarded as unnecessary and 
superfluous in so far as a decision in 
this matter is concerned. The testi- 
mony offered through a representa- 
tive of the New Haven Housing Au- 


thority was stated to be typical of the 
circumstances under which all hous- 
ing authorities in the state pay for 
telephone service supplied them. It 
appears from cross-examination of the 
representative of the New Haven 
Housing Authority that checks for 
telephone service are drawn by an of- 
ficer of the authority upon bank funds 
of the authority and that the checks 
are not countersigned by any officer 
of the city of New Haven. The city 
of New Haven does not draw, or have 
the right to draw, upon the bank ac- 
count of the authority, nor does the 
city of New Haven make any appro- 
priations to the bank account of the 
housing authority. 

Much of the remaining testimony 
at the further hearing related to the 
matter of whether payments made by 
the housing authority from its cor- 
porate funds to the city of New 
Haven, in lieu of taxes, are a func- 
tion of the net receipts of the housing 
authority rather than a function of its 
gross receipts. The purpose of this 
matter, stated another way, was to 
determine whether the amount of the 
charge for telephone service affects 
the amount of money which the au- 
thority pays the city in lieu of taxes. 
It appears in this respect that rents 
charged tenants of a housing author- 
ity include water, gas, and electric 
service supplied the tenant, for which 
services the authority contracts with 
the particular public utility concerned, 
as well as a charge for occupancy of 
the dwelling unit. From this gross 
rent are first deducted the cost to the 
housing authority of the electric, wa- 
ter, and gas service supplied to it as 
an entity and distributed to the ten- 
ants by the authority. The remainder 
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of the gross receipts constitutes so- 
called “shelter” rents. 

In the year 1944 the New Haven 
Housing Authority paid the city of 
New Haven about $28,000 as a con- 
tribution in lieu of taxes which sum 
represented approximately 10 per 
cent of the shelter rents for the year. 
At the original hearing it appeared 
from statement of counsel for the 
Bridgeport Housing Authority that 
payment by the Bridgeport Housing 
Authority to the city of Bridgeport, 
in lieu of taxes, is a function of gross 
receipts rather than net receipts. 

Section 193e of the 1939 Supple- 
ment to the General Statutes, after 
stating that the property of a housing 
authority shall be exempt from all 
local and municipal taxes, authorizes 
a municipality in its discretion—(a) 
to fix a sum to be paid annually by 
the authority respecting each of its 
projects or (b) to exempt the author- 
ity from any taxes for such period of 
time as the municipality and the hous- 
ing authority agree or (c) to agree 
with the authority or the Federal gov- 
ernment respecting the sum to be paid 
by the authority for any year or years, 
or to accept a fixed sum or other con- 
sideration in lieu of such payment. 
A maximum payment is fixed, beyond 
which the municipality may not go, 
namely, the amount paid in any year 
by an authority to a municipality shall 
not exceed the sum “last assessed as 
an annual tax upon the property in- 
cluded in such project prior to the 
time of its acquisition by the author- 
ity.” It is not clear from the testi- 
mony whether payments made by any 
housing authority to its particular 
municipality are a function of the net 
receipts of the housing authority 
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rather than a function of its gross re- 
ceipts and the matter can remain un- 
determined, so far as the conclusion 
is concerned, in view of the inter- 
pretation placed by the Commission 
on § 4 of the tariff in the original 
finding as amplified and restated here, 

[1, 2] As a result of the further 
hearing the housing authorities con- 
tend that the tariff of the telephone 
company contains no provision that 
municipal rates shall apply only where 
the burden imposed shall fall upon the 
taxpayers, but only requires that the 
municipal corporation shall not be re- 
imbursed by the person in whose office 
the service is furnished. 

At the further hearing the histori- 
cal reason was made clear for the in- 
sertion in earlier years of the clause 
“without reimbursement from the in- 
dividual in whose office the service is 
furnished,” contained in § 4 of the 
tariff. Counsel for the housing au- 
thorities expressed his opinion that it 
was inserted to cover the case of a 
municipal officer, a town clerk, for 
example, who was being paid for his 
services on a fee basis. Under such 
circumstances he might have reim- 
bursed the town or city for the tele- 
phone service supplied his office under 
contract between the municipality and 
the telephone company and if so should 
not have the advantage of the re- 
duced rate. Counsel for the telephone 
company stated the clause arose out 
of a practice in early years of a 
municipal employee obtaining  tele- 
phone service in his home at the re- 
duced rate through a contract for the 
service made by the municipality and 
subsequent reimbursement of the mu- 
nicipality by the employee, on the 
basis of the reduced telephone charge. 
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It is quite obvious that these inter- 
pretations of the clause do not throw 
any light upon the solution of the par- 
ticular question, since they are based 
upon circumstances that are not pres- 
ent in this case. Since an interpreta- 
tion of this character, from the aspect 
of the historical origin of the clause, 
does not apply to the facts in this 
case, § 4 can be and should be inter- 
preted as though the clause in ques- 
tion were not contained in § 4 of the 
tariff. In our original finding, 57 
PUR(NS) at p. 136, in interpreting 
this clause, we stated first that— 
“Provisions in tariffs for a public 
utility service creating a reduction in 
rates are to be strictly construed be- 
cause such a practice approaches the 
border ground of discrimination be- 
tween customers. In this field of dis- 
crimination, any differential in a rate 
shedule which is not justified from 
the standpoint: of collecting from the 
customers charged with the partic- 
war rate the cost incurred in giving 
them service, may impose an addition- 
al burden on those customers who do 
not enjoy the preferred or lower rate.” 


We stated further, from this aspect, 
that the interpretation of § 4 with re- 
gard to public corporations is whether 
any burden was “imposed upon the 
taxpayer as a result of telephone serv- 
ice supplied to a housing authority.” 
We clarify and amplify that inter- 
pretation by stating further that § 4 
and its related §§ 1, 2, and 3 of Par D 
indicate, in our opinion, an intention 
to confine the concession rate, as re- 
gards a municipal corporation or oth- 
er public corporation functioning as 
a political subdivision of the state, 
within the ambit of such a corporation 
acting as a political or governmental 

[7] 


body composed of taxpayers. In such 
a body there is a direct relationship 
between the body, as a corporate en- 
tity, and the taxpayers composing the 
body, illustrated essentially by the in- 
cidence or impact of the tax burden, 
which arises out of the functioning 
of the municipal corporation, falling 
upon the taxpayers. In the absence 
of such a tax relationship the conces- 
sion rate is not available to a munici- 
pal corporation or other such public 
corporation within the meaning of § 4 
of the tariff. The narrow ambit of 
this section, as so intended by the 
tariff, accords substantially with the 
ordinary and usual meaning of a 
municipal corporation in Connecticut 
arising out of its historic origin, as 
indicated by the case of Sachem’s 
Head Property Owners’ Asso. v. 
Guilford (1931) 112 Conn 515, 517, 
152 Atl 877, in which case a munici- 
pal corporation is defined in part as 
follows: “ A community 
of prescribed area is thereby constitut- 
ed a body politic and corporate, with 
corporate name and continuous suc- 
cession, for the purpose and with the 
authority of subordinate self-govern- 
ment and improvement to regulate 
local and internal affairs of the des- 
ignated territory, through officers se- 
lected by the corporation.” 

It is not necessary for the purpose 
of deciding the issue presented to the 
Commission to consider further what 
is a municipal corporation within the 
many conceivable classifications or 
connotations of that term. It is well 
established that all classifications of a 
term are significant only with ref- 
erence to the purposes for which they 
are made. A public corporation may 
well be a municipal corporation for 
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certain purposes and not for other 
purposes, very much in the same way 
in which a stock corporation may be 
classified as a private corporation or 
as a public utility corporation, depend- 
ing upon whether attention is being 
directed to the ownership of the cor- 
poration or to the nature of the eco- 
nomic service that the corporation is 
performing. As we concluded in our 
first finding, a housing authority un- 
der the Connecticut statutes is a 
municipal corporation or a public cor- 
poration functioning as a political 
subdivision of the state but it does not 
follow, for the reasons we have stated 
before, that it is a municipal corpora- 
tion or other public corporation with- 
in the intent of § 4 of the tariff. The 
history of § 4, the object underlying 
its creation and the circumstances 
present in this case, point to the con- 
clusion that a housing authority, as a 
municipal corporation or public cor- 
poration functioning as a political sub- 
division of the state, does not come 
within the intent of § 4 of Par D of 
the tariff. 

[3] Furthermore, there is no good 
reason why a public utility company 
should not withhold its largess, in the 


form of concession rates, from hybrid 
public corporations, if it so desires 
so long as the classification of its cus. 
tomers stands unchallenged by the 
regulatory body and part of the pur. 
pose of the classification is to prevent 
an undue extension of the concession 
rates. We think this is so, in view of 
the necessarily strict construction to 
be placed upon concession rates be. 
cause, as we have'stated, such a prac. 
tice approaches the border ground of 
discrimination between customers. 

From the evidence presented at the 
further hearing upon the motion to 
reopen and upon consideration of the 
claims made therein, as discussed and 
set forth above, the Commission finds 
no reason for modifying its conelv- 
sion in its finding in the above en- 
titled matter, dated February 6, 1945. 

The Commission, therefore, af- 
firms its finding and _ conclusion 
in this docket, dated February 6, 
1945. 

We hereby direct that notice of the 
foregoing be given by the administra- 
tive assistant of this Commission by 
forwarding true and correct copies 
thereof to parties in interest, and due 
return make. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Pennsylvania Public Utility Commission 


Equitable re Company 


Complaint Docket Nos. 11380, Sub. 15 and 14038 
July 10, 1945 


NVESTIGATION of natural gas company's rates as part of larger 
I investigation covering Pennsylvania natural gas rates; exist- 
ings rates held just and reasonable 


Rates, § 124 — Reasonableness. 
1. Rates fair both to the utility and its patrons cannot be reached solely by 
consideration of factors numerically expressed, and such factors must be 
viewed with a perspective gained by perception of their interrelation and 
perception of other facts which cannot be given precise mathematical expres- 
sion, p. 100. 

Rates, § 186 — Proposed increase — Burden of proof. 
2. The burden of proof of justification of proposed increased rates rests up- 
on the utility companies, and such proof must amount to more than a 
scintilla of evidence or a plausible argument, p. 100. 

Valuation, § 246 — Rate base determination — Ownership of property — Consid- 

eration of lease. 

3. The Commission, in determining the fair value of a public utility’s prop- 
erty for rate-making purposes, ignored the fact that the property used by the 
company in its service was less than 20 per cent owned by it and over 80 
per cent leased from an affiliate and developed the record as if the company 
owned all of the property, thus eliminating issues relating to the merits and 
terms of the lease arrangements, p. 101. 

Valuation, § 39 — Measures of value — Reproduction cost. 
4. Reproduction cost figures are not controlling in a rate base determination, 
p. 101. 

Return, § 101 — Natural gas company. 


5. A return of 64 per cent was deemed to be just and reasonable for a 
natural gas company, p. 106. 


Valuation, § 100 —Accrued depreciation estimates — Age-life basis. 
Statement that a natural gas company, in submitting accrued depreciation 
estimates based upon age-life figures, complied with the Commission’s re- 
quest, with the law, and with accepted principles of accrued depreciation 
determination, p. 104. 
(Txorne, Commissioner, concurs in separate opinion.) 
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By the Commission: Equitable 
Gas Company, hereinafter called re- 
spondent, is a Pennsylvania corpora- 
tion serving natural gas to approxi- 
mately 185,000 consumers, nearly all 
of whom take service in Allegheny 
county, Pennsylvania. The proceed- 
ing at C. 11380, Sub. 15 was in- 
stituted to determine the reasonable- 
ness of respondent’s rates as part of 
a larger investigation covering Penn- 
sylvania natural gas rates. After 
hearings had been concluded, respond- 
ent filed Tariff Supplement No. 14 to 
Tariff Gas Pa. P.U.C. No. 13 con- 
taining increased rates to become ef- 
fective February 10, 1945. The 


Commission instituted an investiga- 
tion on its own motion (C. 14038) 
to determine the reasonableness of the 
proposed rates, and suspended the 


rates to August 10, 1945. The Office 
of Price Administration, the city of 
Pittsburgh, the county of Allegheny, 
and Mr. C. Peyton Collins were per- 
mitted to intervene. 

All of the facts to be relied upon in 
this order were either presented by 
the respondent itself, or elicited upon 
cross-examination of its witnesses. 
The city of Pittsburgh has filed a peti- 
tion to secure access to certain rec- 
ords of respondent bearing upon its 
claims for depreciation. In the light 
of the conclusions of this order, the 
granting of such petition is unneces- 
sary and it will be denied. Respond- 
ent having completed its case in chief, 
the conclusions of this order also ren- 
der further hearings unnecessary, and 
they will be discontinued. 

The area of southwestern Penn- 
sylvania including Pittsburgh is served 
by three major natural gas com- 
panies, namely, respondent, The Man- 
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ufacturers Light and Heat Company 
and The Peoples Natural Gas Com. 
pany. The rates of the two latter 
companies have been adjudicated, and 
we shall apply the principles of those 
adjudications to respondent except 
where differing circumstances require 
different treatment. Although the 
principles have been clearly stated and 
discussed in our orders relating to the 
Manufacturers and‘the Peoples con- 
panies, a brief summary may be given 
here. 

[1] In determination of the rate 
elements—which are matters of judg- 
ment—emphasis must be placed upon 
facts as distinct from opinions, ac- 
cepting the former and carefully scru- 
tinizing the latter to ascertain their 
proper weight. Rates fair to both the 
utility and its patrons cannot be 
reached solely by consideration of fac- 
tors numerically expressed. Such fac- 
tors must be viewed with a perspec- 
tive gained by perception of their in- 
terrelation and perception of other 
facts which cannot be given precise 
mathematical expression. 

[2] One other general comment 
should be made. The burden of proof 
of justification of the proposed in- 
creased rates rests upon respondent 
under § 312 of the Public Utility 
Law. The proof which will meet this 
burden has never been precisely de 
fined, but obviously it must amount to 
more than a scintilla of evidence or 2 
plausible argument. Respondent, to 
discharge the burden, must present 
evidence not only permitting but pro- 
ducing the conclusion that the i 
creased rates are reasonable, and it is 
the duty of the Commission to reject 
the rates unless the proof clearly sup 
ports them. 
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Our specific consideration of the 
record will follow the outline shown 
hereunder : 


A. Fair Value 
. Reproduction cost 
. Original cost 
. Trended original cost 
. Accrued depreciation 
. Working capital 
. Fair value 

B. Rate of Return 

C. Revenues and Expenses 

D. Findings and Order 


A. Fair Value 


[3] At the outset of our discussion 
of rate base, it should be stated that 
the property used by respondent in its 
service is less than 20 per cent owned 
by respondent and over 80 per cent 
leased from the Philadelphia Com- 
pany, an affiliate. This situation has 
moved the Commission to develop- 
ment of the record as if respondent 
owned all of the property, thus elim- 
inating issues relating to the merits 
and terms of the lease arrangements. 


A-1. Reproduction cost 

[4] Respondent in Exhibit 3-C rep- 
resents that if the property had been 
constructed at December 31, 1938, the 
spot cost at that date would have been 
$66,881,184, including $130,878 of 


leaseholds from Exhibit 3-A, and 
exclusive of going concern value and 
cost of financing. This cost must be 
considered in the light of the general 
criticisms of reproduction cost which 
we have elaborated at some length 
in our recent orders at Public Utility 
Commission v. Peoples Natural Gas 
Co. 23 Pa PUC 556, 24 Pa PUC — 
(1942) 43 PUR(NS) 82; (1942) 
47 PUR(NS) 385; (1944) 53 PUR 
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(NS) 110; (1944) 55 PUR(NS) 
214, and Public Utility Commission 
v. Manufacturers Light & Heat Co. 
(1943) 24 Pa PUC —. We have 
emphasized the putative character of 
reproduction cost, and have explained 
why the various reproduction costing 
procedures inevitably fall short of the 
objective of present value. These are 
facets of the theoretical product of a 
complicated process filled with opin- 
ion and possible error which product, 
even if soundly reached according to 
the accepted methods, does not—for 
reasons fully stated in the orders men- 
tioned—present a figure deserving 
controlling weight in rate-base deter- 
mination. 

Many examples of the usual repro- 
duction cost defects appear in the 
present record. Quotations on items 
not in the plant were used to price 
plant items. For example, 36-inch 
riveted steel transmission and dis- 
tribution lines were given plain end 
steel pipe prices. Pipe with old-type 
joints was also priced as plain end 
steel pipe. The amount included for 
contingencies reflected “changes . . . 
due to errors of design or of orders, 
changes in material due to incorrect 
or incomplete specifications,” and the 
contingency percentage was applied to 
interest during construction. Since, 
by hypothesis, the precise existing 
property is to be reproduced, this de- 
parture from principles must be noted. 
No competitive bids were obtained on 
proprietary material items, and the 
bidders on all items knew that actual 
construction was not contemplated. 
Although weather conditions will 
vitally affect labor performances, no 
check was made of the weather in the 
3-year construction period. In fact, 
60 PUR(NS) 
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significantly enough, no study of ac- 
tual labor performance was made. 
The labor percentages used reflect 
conditions “applicable more to the 
larger buildings,” and costs for obtain- 
ing Commission approvals of charters, 
etc., are included even though such 
approvals were unnecessary when the 
franchises were obtained. The repro- 
duction estimate includes a consider- 
able sum for a promoter and three as- 
sociates with their attendant staff of 
“secretaries, franchise registrators, 
accountants, and clerks,” to do noth- 
ing, apparently, but decide that the 
existing corporation should be created 
and see to its creation. Furthermore, 
the estimate for these undertakings 
was not based upon the experience 
of respondent or any other particular 
company or upon any particular con- 
struction program. Other indications 
of the theoretical character of the es- 
timate are the provision for a special 
chauffeur for a vice president, but no 
car for the chauffeur to drive, and the 
fact that no check was made of salaries 
actually paid in the construction area, 
and the admission that a new office 
building would necessarily be added to 
the Pittsburgh skyline if the office 
space contemplated by the estimate 
were actually occupied. 

The effect given to 1938 subsur- 
face obstructions in estimating machine 
excavation and hand excavation costs 
increases the theoretical result in vio- 
lation of the established principle that 
physical construction conditions must 
be assumed as they existed when ac- 
tual construction took place. 

In view of the contention so often 
made that reproduction cost is present- 
day cost, it is interesting to note that 
although the Crooked Creek Com- 
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pressing Station was included in the 
reproduction estimate at actual cost 
because it was completed about the ap- 
praisal date, the other compressing 
stations were not priced at Crooked 
Creek costs, but on the basis of quota- 
tions, computations, and estimates, 
Similarly, throughout the reproduction 
cost testimony appear definite indica- 
tions that judgment and opinion rather 
than fact are the basis for the repro- 
duction cost. In fact respondent's 
chief reproduction cost witness frankly 
admitted that “reproduction cost es- 
timates and estimated intangible ele- 
ments of value are necessarily based 
upon hypothesis and not upon any 
factual data currently available.” 

The usual claim for going concern 
value is made, although it was admit- 
ted that the components of this item 
had been paid for through operating 
expenses, not capital investment; that 
the competitive situation in the Pitts- 
burgh area would reduce going con- 
cern value and that every factor con- 
sidered could be present in a bankrupt 
concern which admittedly would have 
no going concern value. We will 
value respondent as a going concern 
but, for the reasons stated, the going 
concern value evidence is useless as a 
quantitative measure. 

The later reproduction cost exhibits 
are not entitled to material weight 
both because of admitted defects due 
to speed in their preparation and be 
cause the years after 1938 present a 
price level which is obviously ab 
normal and reflects the inflationary 
effects of war. We regard the Decem- 
ber 31, 1938, reproduction cost figure 
as the fairest representation of repro- 
duction cost derivable from the present 
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record and we will bring that figure 
to December 31, 1944. 

To the December 31, 1938, figure 
of $66,881,184 we add additions at 
cost in the amount of $5,923,102 and 
from the total of $72,804,286 thus ob- 
tained we deduct retirements at 1938 
prices in the amount of $5,003,921 for 
a figure of $67,800,365 without going 
concern value, cost of financing or 
working capital. 

The item of financing cost is a 
somewhat nebulous matter since it 
was admitted that no natural gas com- 
pany has been financed through public 
offering of securities and that it would 
be impossible to obtain $65,000,000 
or $66,000,000 to construct respond- 
ent’s plant. Under the decision in 
Solar Electric Co. v. Public Utility 
Commission (1939) 137 Pa Super 
Ct 325, 31 PUR(NS) 275, 9 A(2d) 
447, however, cost of financing is 
properly includable in a reproduction 
cost estimate even if no financing cost 
is shown to have been incurred. The 
court held that only the cost of mar- 
keting securities other than common 
stock may be included. Although re- 
spondent has only common stock out- 
standing, the record indicates that we 
should assume a capital structure of 
40 per cent bonds and 60 per cent 
common stock, and allow 3 per cent 
for cost of financing. 

Three per cent on 40 per cent or 
1.2 per cent of the entire reproduction 
cost estimate of $67,800,365 is $813,- 
604. Adding this amount the total 
reproduction cost estimate without 
going concern value or working capi- 
tal becomes $68,613,969 at December 
31, 1944. The figures are not cor- 
tected for the defects of reproduction 
cost. 


A-2. Original cost 

The original cost of respondent’s 
owned and leased property was deter- 
mined by inventory as of December 
31, 1938, priced as of the date of in- 
stallation. Prices were obtained from 
the books and records except for cer- 
tain items of property which were es- 
timated because of insufficient price 
data. Exhibit 3-A shows $35,689,- 
232 as the original cost of the prop- 
erty as of December 31, 1938. 

Additions and retirements from 
January 1, 1939, to December 31, 
1944, applied to original cost on an 
actual cost basis result in $38,167,- 
023 for original cost on the latter 
date. 


A-3. Trended original cost 
Respondent submitted Exhibits 46 
and 59 (Table V) setting forth a 
trended original cost estimate of $69,- 
989,972 as of December 31, 1938, as 
an element of fair value. This figure 
reflects piecemeal construction as 
against the unit construction assump- 
tion of reproduction cost and this dif- 


ference in procedure may well account 


for the difference between the results. 
It specifically appears that the “origi- 
nal cost of the property as reported to 
the Commission reflects the cost of 
property purchased by a dollar of ever- 
changing value.” Admittedly the 
trends used are based on equivalent, 
not identical, items, and the trend data 
were obtained not only from the com- 
pany records but from various pub- 
lications. In the process of trending, 
respondent’s witness assumed that the 
relationship between New York city 
and Pittsburgh indices for the years 
1936 to 1939 inclusive had also ex- 
isted back through the years to 1913 
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and, on that assumption, applied the 
relationship factor to New York in- 
dices to obtain a Pittsburgh index. 
The peculiarity of methods using 1939 
relationships in obtaining 1938 figures 
remains unexplained on the record. 
The cost figure resulting from such 
procedures does not represent actual 
cost, present day cost or anything 
relevant to fair value. Trended origi- 
nal cost as of December 31, 1944, is 
claimed by respondent as $75,941,- 
923, which it depreciates to $42,074,- 
133. 


A-4. Accrued depreciation 

Respondent submitted accrued de- 
preciation estimates based upon age- 
life figures. We may comment that 
respondent in using the age-life meth- 
od has complied with the Commis- 
sion’s requests, with the law, and with 
accepted principles of accrued depre- 
ciation determination. 

Applying respondent’s methods to 
the $68,613,969 of reproduction cost 
at December 31, 1944 (less land at 
$226,512), produces $30,569,193 as 
the accrued depreciation, and $38,- 
044,776 as the depreciated reproduc- 
tion cost at that date. 

The application of respondent’s de- 
preciation method to original cost of 
$38,167,023 (less land at $226,512) 
at December 31, 1944, produces $16,- 
982,409 of accrued depreciation and 
$21,184,614 for depreciated original 
cost at that date. 


A-5. Working capital 

Respondent in Exhibit 1-J claims 
a working capital of $2,570,039 as of 
December 31, 1944, divided between 
$400,000 as a cash deposit working 
balance, $392,226 representing gas 
storage, $1,433,601 representing one- 
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eighth of operating expenses and 
$344,172 for materials and supplies, 

All of the items included in work- 
ing capital, except materials and sup- 
plies and gas stored, represent cash. 
Respondent submitted no evidence in 
support of its claim for $400,000 of 
cash deposit working balance in ex- 
cess of the other cash items, and this 
claim will be disallowed. 

The total 1944 operating expense 
figure is $11,468,805. The following 
items should be eliminated from the 
total since they are not payable with- 
in forty-five days: 


One-eighth of the balance of $3,- 
653,959 is $456,745. 

Adding the allowance of $456,745 
for one-eighth of operating expenses, 
$344,172 for materials and supplies, 
and $392,226 for gas stored, results 
in $1,193,143 of allowable working 
capital. 

It may be noted that use of 1944 
figures results in a considerably high- 
er working capital allowance than use 
of comparable figures for prior years 
would indicate. 


A-6. Fair value 

We have for consideration, as evi- 
dences of plant value at December 31, 
1944, depreciated reproduction cost of 
$38,044,776 and the depreciated esti- 
mated original cost of $21,184,614. 
Allowable working capital at the same 
date was $1,193,143. 

It is to be noted that the reproduc- 
tion cost estimates were based upon 
spot prices. In Peoples Nat. Gas Co. 


104 





Sine 
impc 
cour’ 
to @ 
in P 
cour 
term 
is cc 
direc 
The 

cases 
first 

exist 
a per 
alwa 
sole 

of th 
wher 
estin 
aver: 
year 
ditto 
price 
aver: 


10-y 


PENNSYLVANIA PUB. UTIL. COM. v. EQUITABLE GAS CO. 


y. Public Utility Commission (1943) 
153 Pa Super Ct 475, 51 PUR(NS) 
129, 138, 34 A(2d) 375, the superior 
court held that “fair value” must be 
the rate base under Pennsylvania 
law and that “a detailed list of the 
edements constituting fair value, was 
arried over from the Public Service 
Act of 1913.” This holding was re- 
peated in Philadelphia Transp. Co. v. 
Public Utility Ce®mmission (1944) 
155 Pa Super Ct 9, 55 PUR(NS) 
473, 37 A(2d) 138. 

Reference to Art V, § 20 of The 
Public Service Company Law reveals 
that “reproduction cost, based upon 
the fair average prices of materials, 
property, and labor” (Italics added) 
is one of the elements of fair value. 
Since reproduction cost is given an 
important place in valuation by the 
court decisions, it has become advisable 
to examine the meaning of the term 
in Pennsylvania law. Also, since the 
court states that the meaning of the 
term at the time the act was passed 
is controlling our research must be 
directed to determine that meaning. 
The Commission has analyzed the rate 
cases decided by its predecessor in the 
first ten years of that predecessor’s 
existence, which years comprehended 
a period when reproduction cost was 
always important, and very often the 
sole rate base element. The results 
of that study show that in every case 
where the basis of reproduction cost 
estimate appears, that basis is a 5-year 
average, a 10-year average, or a 20- 
year average, with the occasional ad- 
dition of a one-year average or a spot 
price estimate. In 59 cases, a 5-year 
average was used and in 32 cases a 
10-year average was used. The com- 
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bined 91 cases constitute almost all 
those decided in that period. 

In our opinion spot pricing as of 
December 31, 1938, produces a figure 
fairly comparable to a reproduction 
estimate based on average prices over 
any reasonable number of recent nor- 
mal years. 

Our superior court has held in the 
recent cases of Solar Electric Co. v. 
Public Utility Commission (1939) 
137 Pa Super Ct 325, 336, 31 PUR 
(NS) 275, 9 A(2d) 447; Peoples 
Nat. Gas Co. v. Public Utility Com- 
mission (1943) 153 Pa Super Ct 475, 
489, 51 PUR(NS) 129, 34 A(2d) 
375, and Philadelphia Transp. Co. v. 
Public Utility Commission, supra, 
that Art V, § 20 of The Public Serv- 
ice Company Law sets forth the con- 
trolling Pennsylvania rules on the 
topic of rate base or fair value. The 
relevant portion of the cited section 
reads as follows: 

“In ascertaining and determining 
such fair value, the Commission may 
determine every fact, matter, or thing 
which, in its judgment, does or may 
have any bearing on such value; and 
take into consideration, among other 
things, the original cost of construc- 
tion, particularly with reference to the 
amount expended in the existing and 
useful permanent improvements; with 
such consideration for the amount in 
market value of its bonds and stocks, 
the probable earning capacity of the 
property under particular rates pre- 
scribed by statute or ordinance, or 
other municipal contract, or fixed or 
proposed by the Commission, and for 
the items of expenditure for obsolete 
equipment and construction, as the 
circumstances and the historical de- 
velopment of the enterprise may war- 
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rant; the reproduction costs of the 
property, based upon the fair average 
price of materials, property, and labor, 
and the developmental and going con- 
cern value of such public service com- 
pany; and these, and any other ele- 
ments of value, shall be given such 
weight by the Commission as may be 
just and right in each case. 

“(b) The Commission shall also 
have power to make revaluations of 
the property of any public service 
company, from time to time, and to 
ascertain and determine the value of 
new construction, extensions, and ad- 
ditions to the same.”’ 

It is immediately apparent that no 
single fair value formula or element is 
to be used or considered as determina- 
tive. Each and all factors are to be 
considered and weighed “as may be 
just and right in each case.” 

It appears that the first specific ele- 
ment of fair value mentioned is origi- 
nal cost—without the faintest limita- 
tion or suggeston that consideration 
of this element shall depend either up- 
on the persistence of price levels or the 
applications of trends. 

In Beaver Valley Water Co. v. 
Public Service Commission (1921) 
76 Pa Super Ct 255, 259, the superior 
court construed the apparently per- 
missive language of Art V, § 20 of 
The Public Service Company Law as 
mandatory by inserting the word 
“shall” in brackets after the word 
“may,” in the first sentence of the sec- 
tion. Clearly, under this _ inter- 
pretation, all of the elements men- 
tioned in the section must be con- 
sidered. 

Upon consideration of the facts and 
the law applicable thereto, we find 
that the fair value of respondent’s 
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property at December 31, 1944, was 
$31,000,000. 


B. Rate of Return 


[5] By virtue of an agreement be- 
tween counsel, the rate of return testi- 
mony of Mr. Ralph Bollard given on 
behalf of The Peoples Natural Gas 
Company in our rate proceedings 
against that company was incorporated 
in the record at C.°11380, Sub. 15 as 
respondent’s rate of return testimony, 
and respondent has offered no addi- 
tional testimony on this topic. 

Statistical data on money ates, 
bond yields, and many other matters 
were presented in Exhibit 61 by Com- 
mission witness Lamb. Mr. Lamb in 
his testimony discussed Federal Re- 
serve Balances, gold reserves, return 
on various classes of securities and 
similar factors without expressing an 
opinion as to the rate of return. 

We have commented upon Mr. 
Bollard’s testimony in some detail in 
our orders at Public Utility Commis- 
sion v. Peoples Nat. Gas Co. supra, 
and need not repeat the comments 
here. We found 63 per cent to be the 
proper rate of return for The Peoples 
Natural Gas Company and for The 
Manufacturers Light & Heat Com- 
pany (respondent’s two competitors 
in the Pittsburgh area); and a care- 
ful review of the present record and 
respondent’s contentions has disclosed 
nothing to indicate that the rate of 
return for respondent should be either 
higher or lower than the rate fixed 
for the other Pittsburgh companies. 
We therefore find 64 per cent to be 
the just and reasonable rate for appli- 
cation to the fair value of respond- 
ent’s property. We are confirmed in 
this conclusion by the general accept- 
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ance by courts and Commissions of the 
6} per cent rate as properly represent- 
ing the profit to which natural gas 
companies are entitled. It may be 
noted in this relation that we have 
used a 6 per cent return in rate cases 
involving other than natural gas utili- 
ties, and that our application of 63 
per cent in natural gas cases reflects 
the rather general belief that a some- 
what higher return must be available 
to compensate for the greater risk in 
natural gas projects. We will apply 
the 64 per cent rate to our fair value 
figure of $31,000,000 thus reaching an 
allowable return figure of $2,015,000. 


C. Revenues and Expenses 


Respondent presented, as Exhibit 
1-A, a summary of its operating re- 
sults for the year 1944, which is fur- 
ther summarized in the following 
table. The figures have been adjusted 
by eliminating the rental paid Phila- 
delphia Company, and including de- 
preciation, maintenance, etc., on the 
leased plant. 
Operating revenues 
Operating expenses : 

Gas purchased 

Retirement _reserve 

appropriations .... 


Income taxes 
All other expenses .. 


$14,585,077 





Operating income $1,630,816 


The last operating expense figure, 
$3,394,274, contains elements (e. g. 
rate case expense) to which various 
adjustments might be made, but none 
of them is of sufficient size to have a 
significant effect upon our conclusions. 
Instead, we will confine our discussion 
to the first three figures in the operat- 
ing expense group. 

Respondent purchases gas from 
both affiliates and nonaffiliates, but 
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by far the larger quantity is obtained 
from the Pittsburgh & West Virginia 
Gas Company, an affiliate, which re- 
ceived $7,659,068 from respondent 
for gas purchases in 1944. In this 
connection, it is to be noted that on 
March 17, 1945, the city of Pittsburgh 
filed with the Federal Power Commis- 
sion a complaint (Docket G-627) 
against the rates charged respondent 
by Pittsburgh & West Virginia Gas 
Company in . interstate commerce. 
Since this matter has not been ad- 
judicated, and since Federal Power 
Commission appears to have jurisdic- 
tion of it, we will allow the actual 
1944 cost as an operating expenses for 
purposes of these proceedings. 

The item of income taxes, $347,- 
639, does not represent respondent’s 
actual outlay, but rather an estimate 
of what it would have to pay in the 
absence of the rental arrangement with 
Philadelphia Company. Considering 
the circumstances, and the evidence 
presented by respondent that other 
bases of calculation all produce higher 
figures, we will allow the claim. 

Respondent did not present a claim, 
as such, for annual depreciation ex- 
pense on plant owned at December 31, 
1944, although its witness did testify 
that “the same methods used by 
Colonel Scharff to estimate the per- 
centages of annual depreciation for the 
years 1938, 1939 and 1940 
(at C. 11380, Sub. 15) 


. should 
be used for estimating the percentage 
of annual depreciation for the year 


1944. Colonel Scharff esti- 
mated the annual depreciation for the 
year 1938 to be 2.27 per cent, for the 
year 1939 to be 2.32 per cent, and for 
the year 1940 to be 2.12 per cent. Ac- 
cordingly, I have concluded that an 
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average of these rates, or 2.237 per 
cent, would be a fair estimate of the 
percentage of annual depreciation for 
the year 1944 and would closely ap- 
proximate the percentage which would 
be found by the application of his 
method. I would say that this 
percentage of annual depreciation ts 
applicable to the reproduction cost new 
only’ (Italics ours). 

Since this testimony is based on 
that of a previous witness, Scharff, it 
is necessary to inquire into his meth- 
od. As was stated in Part A-4, 
Scharff submitted age-life figures for 
accrued depreciation, and his annual 
depreciation figures purported to be 
the resultant of the same set of facts. 
Actually, however, while he did first 
calculate the annual depreciation cor- 
responding to the accrued, he increased 
the annual for certain retirement proc- 
esses not related to the age-life meth- 
od, and then still further increased it 
thus—‘‘the amounts of annual depre- 
ciation computed by the method . 
were increased in each case by an 
allowance of 10 per cent for contin- 
gencies, in order to allow for a factor 
of safety in estimating the possible un- 
recognized incidents of causes of de- 
preciation, other than physical dete- 
rioration or depletion . ” (Ital- 
ics ours). 

It is to be noted that the same “un- 
recognized incidents of causes of de- 
preciation” (obsolescence, for ex- 
ample), which would raise age-life 
annual depreciation, would have an 
identical effect upon age-life accrued 
depreciation, which Scharff did not 
subject to modification. Consequent- 
ly, acceptance of Scharff’s annual de- 
preciation figures, or of percentages 
based thereon, would necessitate an 
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upward revision of accrued de 
preciation, and a corresponding re. 
duction in fair value and allowable 
return. 


Taking into account respondent’s 
investment in its plant, the extent to 
which that plant has already depreciat- 
ed, the number of years it will probably 
remain in service based on respond- 
ent’s own testimony, and the various 
other relevant facts of record, we find 
that the allowable annual depreciation 
expense is $535,000. 

We now restate the table of rev- 
enues and expenses at the beginning 
of this Part C, adjusting it for our 


revision of annual depreciation: 
Operating revenues $14,585,077 
Operating expenses: 

Gas purchased $8,151,655 

Retirement _reserve 

appropriations .... 535,000 
Income taxes 
All other expenses .. 


347,639 
3,394,274 12,428,568 





Operating income 


It thus appears that respondent's 
operating income is already somewhat 
in excess of our allowed return of $2,- 
015,000, and consequently that the 
proposed rate increase cannot be sus- 
tained. On the other hand, the 
amount of the excess bears such a 
small ratio to respondent’s total rev- 
enues that it could not be given prac- 
tical effect by adjustment of rates to 
consumers. 


D. Findings and Order 


We find and determine that respond- 
ent’s rates and charges now in effect 
are just and reasonable. We further 
find that the rates and charges pro- 
posed in Supplement 14 to respond- 
ent’s Tariff Gas Pa. P.U.C. No. 13 
would be unjust and unreasonable. 
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THORNE, Commissioner, concur- 
ring: I concur in the result found by 
the majority but believe that the or- 
der nisi form should be changed to 
that of a final order. 

This case has been noteworthy in 
that while there were two major par- 
ties and four interveners, the pres- 
ence of the interveners has served no 
purpose Other than to delay the reach- 
ing of a conclusion which was ascer- 
tainable after the first hearing and to 
forward the political ambitions of the 
interveners themselves. The record 
is replete with cross-examination by 
the interveners upon such matters as a 
$2,000 tax item in a total of nearly 
$15,000,000 of revenue, and none of 
such cross-examination was of value 


to the Commission in reaching this 
conclusion. Every sentence in the 
order nisi, except the finding of fair 
value, which I believe to be too low, 
was derived either from respondent’s 
own testimony or from the cross-ex- 
amination by Commission counsel, 
which was completed, in the first 
hearing. In Vinson v. Washington 
Gas Light Co. (1944) 321 US 489, 
88 L ed 883, 52 PUR(NS) 257, 64 
S Ct 731, the rights of interveners 
were clearly defined and it is apparent 
that the Commission, as a matter of 
courtesy, has permitted the counsel 
for the interveners to wander far 
afield beyond the privileges which the 
supreme court said they may have. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Long Island Lighting Company 


Case 10752 
July 26, 1945 


P= by electric company for authority to amend rules and 

regulations to authorize combined billing and reading of 

meters under certain circumstances; order for combined readings 
granted. 


Rates, § 313 — Multiple meters — Combination of readings. 
1. Readings of two or more electric meters can be considered for combin- 
ing for the purpose of rendering a single bill only when the consumptions 
registered by the various meters are eligible for billing under the same rate, 
p. 112. 

Rates, § 313 — Multiple meters — Combined billing — Company responsibility 
for separate meters. 
2. An electric company should combine billing of separate meters or bear 
the expense incident to rearrangement of wiring for a single meter, except 
in the case of customers who desire a continuance of separate billing, where 
customers not particularly desiring two or more meters wired their premises 
for plural metering of light and power because then existing tariff schedules 
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did not provide a single rate for secondary light and power, whle new cy. 
tomers can now obtain the benefits of single metering for both types of 
service under an “any purpose” rate if they are willing to wire their prem. 
ises for single metering, p. 112. 


Rates, § 313 — Multiple meters — Combined billing — Application of Commission 
rule. 


3. An electric company, not permitted to combine meter readings for billing 
purposes under a Commission order providing for combined billing under 
specified circumstances within the territory of named companies, was re. 
quired, under a provision of the order providing for application of the same 
rules to other companies under such circumstances, to combine billing in 
those cases which clearly fell within the purview of such provisions, p. 115. 


APPEARANCES: Philip Halpern, 
Counsel (by Frank C. Bowers, As- 
sistant Counsel), for the Public Serv- 
ice Commission) ; Charles G. Blakes- 
lee, New York city, General Counsel, 
Long Island Lighting Company ; John 
J. Slattery, New York city, New 
York, for Associated Playhouses, 
Inc.; A. L. Stein, New York city, 
New York, Vice President, National 
Electric Service Corporation, on be- 
half of F. W. Woolworth Company 
and Scranton & Lehigh Coal Com- 


pany. 


ARKWRIGHT, Commissioner: In a 
petition addressed to the Commission 
dated April 5, 1945, which was subse- 
quently followed by an amended peti- 
tion dated July 18, 1945, the Long 
Island Lighting Company (herein- 
after referred to as the Company) re- 
quested permission to combine the 
readings of two or more meters for 
billing purposes under conditions set 
forth in the amended petition. 

Both petitions are evidently submit- 
ted in conformity with Order Clause 
4 of the Commission’s order in Case 
10752 dated June 8, 1944, 54 PUR 
(NS) 295, which became effective 
December 31, 1944. The latter, for 
brevity and convenience, will herein- 
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after be referred to as the Order. . The 
reasons and necessity for invoking Or- 
der Clause 4 in this instance will pres- 
ently be set forth. 

Order Clause 3 of the Order stipu- 
lates the following (italics  sup- 
plied) : 

“3. That within the city of New 
York, within that part of Westchester 
county comprising the franchised ter- 
ritory of the Westchester Lighting 
Company and of the Yonkers Electric 
Light and Power Company, and with- 
in that part of Nassau county compris- 
ing the franchised territory of the 
Queens Borough Gas and Eelctric 
Company, under any of the following 
conditions or circumstances, the read- 
ing of two or more meters measuring 
the service of a single customer at a 
single location may be combined and 
the customer billed for such total use, 
computed as if all service had been 
rendered through a single meter, pro- 
vided the filed rate schedule of the util- 
ity provides for such service: 

“(a) When the use of more than 
one meter is necessary to provide safe 
service. 

“(b) Where the use of more than 
one meter is required by a municipal 
ordinance. 

“(c) When a single meter cannot 


110 





RE LONG ISLAND LIGHTING CO. 


correctly measure the total service ren- 
dered. 

“(d) When the characteristics of 
service of a customer were such that 
at the time his service connections 
were installed there was no single 
meter commercially available to cor- 
rectly measure such service and mul- 
tiple meters have been continued in 
use. 

“(e) When service is measured 
through two or more meters and the 
occupancy by the present customer is 
temporary. 

“(f) When two or more service con- 
nections are necessary to provide serv- 
ice at the least expense to the utility. 

“(g) When in order to render 
proper and reliable service without un- 
due interruptions more than one serv- 
ice connection is necessary and a meter 
or meters are connected with each 
service connection. 

“(h) When service of different 
characteristics is supplied and there is 
no meter commercially available to cor- 
rectly measure such combined serv- 
ice.” (54 PUR(NS) at pp. 305, 
306). 

The “franchised territory” of the 
Long Island Lighting Company em- 
braces the major portion of Nassau 
and Suffolk counties and since the 
Company is not specifically named in 
the above, it is obvious that it cannot 
proceed to combine meter readings for 
billing purposes under any of the above 
subdivisions after the effective date of 
the Order, namely, December 31, 
1944. This, however, does not perma- 
nently exclude a utility from combin- 
ing meter readings for billing purposes 
if it serves a territory outside of the 
above-defined limits, provided that in- 
stances exist in its territory that clearly 
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fall within the purview of any of these 
subdivisions. Situations of the kind 
just described are provided for in Or- 
der Clause 4 of the order which is 
set forth as follows: 

“4. That if a corporation, munic- 
ipality, or interested consumer is of 
the opinion that combined meter read- 
ing and billing should be permitted un- 
der any or all the conditions specified 
in order Clause 3 hereof, such party 
may petition the Commission for such 
authority or order.” 

In the petition as amended, the 
Company asks for authority to com- 
bine the readings of two or more 
meters when the conditions of a cus- 
tomer’s installation fall within the pur- 
view of the subdivisions (c), (d), (f), 
and (g) of Order Clause 3 quoted 
above. 

The Company in conformity with 
this Order Clause also proposes to file 
appropriate amendments to its rate 
schedules to effect combining of meter 
readings under subdivisions (c), (d), 
(f), and (g). The amendments would 
be included under “General Informa- 
tion” and will therefore be applicable 
to all rate classifications of the 
schedule and would supersede the 
provisions in the existing rate 
schedule which set forth the con- 
ditions under which the Com- 
pany has been combining the readings 
of two or more meters. Hearings in 
this proceeding were held on May 3 
and May 14, 1945 at which Mr. James 
W. Carpenter, commercial vice presi- 
dent of the Company testified in con- 
nection with the filings and 15 specific 
cases which have been brought to the 
attention of the Commission in infor- 
mal complaints or during the hearing 
by complainants’ representatives. 
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Rate Schedule Provisions under 
Which the Company Has Been 
Combining Meter Readings When 
the Order Went into Effect 


Service to customers of the Long 
Island Lighting Company is billed un- 
der the provisions of the presently 
effective rate schedule, namely P. S. C. 
‘No. 5—Electricity. The sole refer- 
ence in this schedule to the combining 
of meter readings for billing purposes 
is set forth as a special provision of 
Service Classifications 2-A, 2-B, 2-C, 
2-D, and 2-E each of which is respec- 
tively applicable in “Zones” A, B, C, 
D, and E and are available for “Any 
Purpose—to all customers 
in these “Zones.” The special pro- 
vision in each of the foregoing service 
classifications is identical and sets 
forth in the following language, the 
conditions under which the Company 
will combine the readings of two or 
more meters for billing purposes: 

“(b) When the Company, due to 
conditions on its distribution system, 
elects to render service through more 
than one meter, and where the custom- 
er would otherwise be entitled to serv- 
ice through a single meter, then, for 
billing purposes, the consumptions reg- 
istered by the separate watt-hour 
meters will be added and the separate 
maximum demands will be added on 
a noncoincident basis, unless the ex- 
pense for wiring and equipment neces- 
sary for the measurement of coinci- 
dental demands is borne by the cus- 
tomer.” 

It will be noted that the above pro- 
vision is not included in “General In- 
formation” of the Company’s rate 
schedule or in any rate or service 
classifications other than 2-A to 2-E, 


inclusive. From this it becomes clear. 
ly evident that with a strict application 
of the rate schedule provisions now in 
effect, possible eligibility for combined 
billing is limited to those customers 
who are furnished with service under 
these classifications. As remarked un. 
der the previous caption the proposed 
amendments will be included under 
“General Information.” 


Existing Installation Separately Me- 
tered and Billed Since Service Was 
First Supplied 


[1, 2] Before proceeding with any 
discussion relative to the aspects of 
plural metering it may be well to em- 
phasize the obvious fact that the read- 
ings of two or more meters can only 
be considered for combining for the 
purpose of rendering a single bill when 
the consumptions registered by the 
vairous meters are eligible for billing 
under the same rate. 

The testimony of Mr. Carpenter at 
the hearing of May 3rd indicates that 
the installations in the Company’s ter- 
ritory comprising two or more meters 
in the service of a customer at a single 
location, irrespective of how the ener- 
gy consumption registered by these 
meters is billed, are particularly in 
commercial establishments. According 
to the testimony of the witness there 
are 5,068 customers with installations 
which have two or more meters billed 
separately on the same rate and who, 
he believes, do not come within the in- 
tent and purpose of this proceeding. 
In Exhibit 47 entitled “Survey of 
Commercial Meters, Excluding 121 
Cases Mentioned in P.S.C. Case No. 
10752,” the current status of the 5,068 
cases is summarized. 

Further in the testimony the his- 
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torical background of the reasons and 
conditions for the installation of two 
or more meters in the premises of the 
5,068 customers was elaborated on by 
the witness at different points. In no 
period of service to these customers 
have their meter readings been com- 
bined. Their installations of two or 
more meters appear to have originated 
in periods when the rate schedules of 
the Company had available for com- 
mercial customers, a general lighting 
rate and a small power rate. Com- 
mercial customers who applied for 
light and power service were furnished 
with meters for the separate measure- 
ment and billing of each type of serv- 
ice. While the testimony is not fully 
clear in this respect, it appears that 
applications of small commercial cus- 
tomers for service under two different 
rates was due to rate classifications in 


effect prior to 1937 which were so 
constituted that the lighting rate and 
the power rate billed separately was 
the most advantageous taken from the 
standpoint of total charges and was 
the only combination available to the 
customer, 


In 1939 the Company introduced 
rates 2-A, B, C, D, and E, which were 
available for “Any purpose—to all 
customers . ” and eliminated 
the retail power rate in Zone A. These 
rates have been referred to by the wit- 
ness as “the general lighting rate.” 
Customers who formerly were billed 
separately on different rates for light 
and small power usage found it advan- 
tageous to transfer to the “general 
lighting rate.” The meter installations 
were left intact with the result that 
customers were again separately billed 
for light and power but under one rate, 
namely, the “general lighting rate.” A 


[8] 113 


review of the Company after the order 
in this case had been issued indicated 
that a total of 5,068 cases exist where 
customers have installations of two or 
more meters and are separately billed 
under the “general lighting rate.” The 
witness stated that the company for 
some time prior to the order had been 
trying to induce customers having 
service under two accounts at one lo- 
cation to rewire their installations so 
as to enable single metering under 
the “general lighting rate.” The fact 
that there are over 5,000 customers 
still separately billed under the “gen- 
eral lighting rate” amply demonstrates 
that the Company’s efforts in this 
direction have not been strikingly 
successful. 

The Company’s witness testified 
that 3,536 of the 5,068 cases sum- 
marized in Exhibit 47 have been sur- 
veyed in the field and reported on, leav- 
ing 1,532 cases still to be surveyed. 
Also an analysis of the cases surveyed 
indicated that it would not be practical 
to combine 886 installations because 
of the widely separate points of meter 
installation involved and the expense 
that would necessarily have to be in- 
curred to rewire for single metering. 
The witness further testified that in 
747 cases customers indicated that 
they desire to continue the arrange- 
ment of separate billings for each meter 
and have signed applications for serv- 
ice on this basis, thus constituting a 
specific request for more than one 
meter and that customers to the num- 
ber of 735 have not responded to a 
letter of the Company which “told 
them the story and pointed out the sav- 
ings that would be available. a 
On the other hand, 18 customers have 
taken steps to rewire their installations 
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for single metering. There remains, 
however, 1,150 cases to be analyzed 
of the 3,536 cases surveyed in the field 
and reported on. 

On cross-examination the witness 
testified that if a new customer should 
apply for service of essentially the 
same type and usage as the 5,068 com- 
mercial customers, he would receive 
light and power under the “general 
lighting rate” and his usage would be 
measured by a single meter if he wired 
to one point. If he requests more than 
one meter the usage measured by each 
would be separately billed. While it 
would be speculative and conjectural 
to judge what action these customers 
might have taken in the past, it is nev- 
ertheless reasonably probable that if 
the present “general lighting rate” had 
been in effect when the 5,068 installa- 
tions were made, many, if not prac- 
tically all these customers who did not 
desire two or more meters for specific 
reasons of their own, would have 
wired their premises for single meter- 
ing. This seems all the more likely 
for the reason that the alternative of 
wiring for single metering or for 
plural metering in a new installation, 
provided that metering points are 
not widely separated, does not pre- 
sent a difficult problem so far as the 
relative expense of each type is con- 
cerned. 

For those customers who have two 
or more meters at a single location and 
are billed separately under the “general 
lighting rate,” the witness testified 
that under the Company’s present 
practices, such customers to obtain the 
benefits of combining, must rewire 
their installations so that the entire 
usage could be measured by a single 
meter. The question as to how the 
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benefits of combined billing may be ob- 
tained, is therefore primarily one of 
expense. 

To obtain the maximum benefit of 
the “general lighting rate” where 
plural installations are involved, two 
courses are open: (a) the separate 
meter readings could be combined or 
(b) the customer could rearrange his 
wiring so that his entire usage (light 
and power) could be metered at one 
point. As to the expense of rewiring 
for single metering, this must be borne 
by the customers or the Company. 
The advantages ensuing from rewir- 
ing would, however, accrue to the cus- 
tomer in the form of reduced bills and 
the Company would gain from the 
lesser burden of providing, maintain- 
ing, and reading of one meter, account- 
ing and rendering only one bill. 

It must be borne in mind that the 


testimony of the witness with refer- 
ence to the origin of two or more 
meters on the premises of the 5,068 
customers covers only the general con- 


dition. The survey and analysis of 
the 5,068 cases has not been complet- 
ed and it is quite possible that a com- 
pletion of this survey and analysis 
might reveal instances where installa- 
tions have been made as the result of 
conditions other than different rates 
for different classes of service. The 
fact that there are 886 cases where 
meters are located at widely different 
points indicates the possibility of plural 
installations having been made for rea- 
sons other than prevailing rate situa- 
tions. 

The witness was unable to state if 
there was a single meter available at 
the time of installation to measure the 
service of these customers and there is 
strong reason to believe that many of 


114 





RE LONG ISLAND LIGHTING CO. 


the 5,068 customers might be eligible 
for combined billing under one or 
more of the subdivisions of Order 
Clause 3 and if this is the case, these 
customers should obtain the benefit of 
combined billing. I believe therefore 
that subdivisions (c), (d), (f), and 
(g) might find applicability among a 
considerable number of the 5,068 
customers and the Company should 
review these cases and bill all cus- 
tomers on a combined basis who fall 
within the purview of these subdi- 
visions. 

It may be asked: Is it unduly dis- 
criminatory to continue the separate 
billing of customers who did not par- 
ticularly desire two or more meters 
but nevertheless have, in past years, 
wired their premises for plural meter- 
ing of light and power because then 
existing tariff schedules did not pro- 
vide a single rate for secondary light 
and power, while new customers can 
now obtain the benefits of single meter- 
ing for both types of service under an 
“Any purpose” rate if they are willing 
to wire their premises for single meter- 
ing? It seems that as the Company 
invited, if it did not actually require, 
separate meters and separate circuits, 
it should combine the billing in such 
cases or bear the expense incident to 
the rearrangement of wiring. Those 
customers who desire separate billing 
should of course be allowed to continue 
the present condition. Further, the 
Company should be required to re- 
arrange the wiring not later than July 
1, 1947, so as to have only one meter 
in all other cases except as provided in 
clause (f).* 


*See post, p. 122. 
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Existing Plural Meter Installations 
Which Were Combined in Some 
Period Prior to January 1, 1945 


[3] In Exhibit 48, the current 
status of 121 cases involving custom- 
ers who in some period prior to De- 
cember 31, 1944, had the readings of 
meters combined for billing purposes 
is summarized. After the latter date 
the company ceased combining the 
readings and rendered separate bills 
for each meter reading. The Com- 
pany witness believes that these are 
the only cases that would possibly be 
eligible for combined billing under 
the provision of the Commission’s 
order. 

The reasons as to why the Company 
has combined meter reading in some 
periods prior to December 31, 1944, 
is not definitely established for each of 
the 121 cases. According to the wit- 
ness’ testimony some were combined 
because of provisions in the Company’s 
rate schedule permitting this while 
some were combined before the Com- 
pany inserted a provision in the rate 
schedule setting forth the conditions 
under which readings of two or more 
meters would be combined. The fore- 
going provision in the Company’s rate 
schedules have been discussed under a 
previous caption. As pointed out in 
this discussion these provisions are ap- 
plicable at the present time only to 
customers who are billed under “gen- 
eral lighting rate,” namely 2-A, B, C, 
D, and E. 

Of the 121 cases mentioned on Ex- 
hibit 48, 23 are said to have rearranged 
their wiring for single metering, re- 
ducing the number of possible cases 
where combined billing would be jus- 
tifiable to 98. The witness testified 
that this was accomplished or started 
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two or three years prior to the effec- 
tive date of the Commission’s order in 
connection with the Company’s efforts 
to eliminate plural meter installations 
as much as possible. 

At the time the application in this 
case was made twenty-six customers 
have obtained estimates from electri- 
cians for the rewiring of their installa- 
tions to enable metering at one point. 
These installations have been reviewed 
by the Company and the witness be- 
lieved that they do not fall within the 
purview of any subdivision of Order 
Clause No. 3. The number of cases 
that might fall within the provisions 
of the order would therefore be re- 
duced to sixty-nine if the intentions 
of the twenty-six customers are carried 
out. 

The witness testified that there are 
customers included in the 121 cases 
that definitely fall within the purview 
of subdivision (d). As to the num- 
ber of these cases he was unable to 
furnish anything specific beyond the 
statement that there are “two or three 
dozen at least.” Asked if he could 
describe any existing instance that falls 
within subdivision (d) the witness 
mentioned Our Lady of Mercy Acad- 
emy, Syosset, Long Island. This in- 
volves two lighting meters which have 
been installed on separate phases of 
the secondary circuit so as to balance 
the load on the primary circuit. The 
witness admitted that a meter was 
commercially available at that time to 
measure these two circuits and virtual- 
ly conceded that he was not certain 
that this situation falls within sub- 
division (d) “as to the commercially 
available meter.” It would seem that 
subdivision (g) is the one that is ap- 
plicable to this particular instance. 
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On further questioning the witness 
was unable to mention any specific 
case to which subdivision (d) is ap- 
plicable. Early in his testimony on 
Riverhead Public Schools his descrip- 
tion of that situation indicated the 
applicability of this subdivision. 

In view of the obvious uncertainty 
of the witness respecting the conditions 
surrounding the installations of the 
121 customers, there-is good reason 
to believe that subdivisions other than 
(d) may be applicable and to give cus- 
tomers the benefit of any doubt that 
might exist, subdivisions (c), (d), 
(f), and (g) where applicable, should 
be applied.* 

The following statement of the wit- 
ness may be taken to be the reason 
why the Company desires to combine 
meter readings of certain single phase 
lighting and 3-phase power installa- 
tions under subdivision (d) : 

“T will try to explain it if I haven't 
made it clear that in 1937 or in 1936, 
whichever it was, the company 
changed its combined light and power 
so that it served either primary or 
secondary. It had a minimum bill un- 
der that rate of $100 a month, which 
was reduced to $75. That in itself 
only covers large installations. Now, 
these are the installations where, due 
to the fact that there wasn’t available 
a meter for the measurement of both 
power and light, the readings of the 
meters were added together.” 

The viewpoint of the Company is 
evidently as follows: Prior to 1936 
and 1937 combined light and power 
could only be had under a rate which 
provided for primary service. When 
this rate was changed to permit usage 
of secondary light and power there- 


*See post, p. 122. 
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under, a customer who was separately 
billed for secondary light and power 
and whose usage qualified him for the 
“combined light and power” rate, had 
the status of a new customer when he 
transferred to this rate. Because the 


Company could not measure the secon- 
dary service characteristics by a single 
meter at the time of transfer, the read- 
ings of both meters were combined. 


Associated Playhouses, Inc. 


This matter first came before the 
Commission in an informal complaint 
numbered P-6804. The complainant 
operates the following theatres in Suf- 
folk county: Smithtown Theatre, 
Babylon Theatre, Sayville Theatre, 
Bay Shore Theatre, Regent Theatre 
(Bay Shore), Amityville Theatre, and 
Northport Theatre. 

Service furnished to each of the 
above theatres at the present time is 
exclusively secondary and is measured 
by one single phase meter for lighting 
and one 3-phase meter for power. The 
witness testified that the readings of 
these meters have been combined for 
billing purposes “At a certain period 
of time in the past.” This practice 
was apparently in effect immediately 
prior to December 31, 1944, when the 
Company ceased to combine the meter 
readings and separately billed each 
reading under the “general lighting 
rate” basing this action on its inter- 
pretation of the Order. 

All of the installations in the above 
theatre appear to date prior to 1933, 
Up to 1937, the Bay Shore, North- 
port, and Smithtown Theatres were 
each furnished with one meter on pri- 
mary service. In that year, the pri- 
mary rate was changed to permit com- 
bined secondary deliveries of light and 
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power under Rate No. 16 (later 
changed to No.6). Subsequently No. 
6 was canceled and the accounts trans- 
ferred to the “general lighting rate” 
2B. Concurrently with the change- 
over to secondary delivery, the instal- 
lations in these theatres were changed 
for secondary or low-voltage deliveries 
and separate meters were installed for 
light and power and the readings com- 
bined until January 1, 1945, “as there 
was no single meter available.” 

The remaining theatres, namely, 
Babylon, Sayville, Regent, and Amity- 
ville have been supplied with low-vol- 
tage secondary service since their be- 
ginnings, and the general ‘historical 
facts are about the same for each. 
Prior to 1936, the service registered 
by each meter was billed separately as 
there was no single rate available for 
combined secondary low-voltage deliv- 
ery of light and power and under these 
circumstances, light and power could 
be supplied only under a primary rate. 
In 1936, Rate No. 16 (later changed 
to No. 6) which provided for light and 
power at primary delivery, was amend- 
ed to permit the furnishing of second- 
ary or low-voltage light and power. 
The meter readings were combined 
“as there was no single meter availa- 
ble.” In 1940, the accounts were 
transferred to the “general lighting 
rate” 2-B and the combining of read- 
ings continued up to December 31, 
1944. 

In describing the service conditions 
of the various theatres the witness on 
a number of occasions has stated that 
the readings of meters in these theatres 
have been combined after 1937. He 
also testified that single-phase and 3- 
phase delta secondary could not be 
measured by a single meter prior to 
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January, 1940, and that the Regent 
Theatre is supplied with this type of 
service. While the records are not 
clear as to whether the single-phase 
lighting and 3-phase power service fur- 
nished to all the theatres is of these 
characteristics, the testimony of the 
witness indicates that there was no 
meter commercially available to meas- 
ure the secondary single-phase and 3- 
phase service of the theatres at the time 
of installation or when service was 
first introduced. 

While the witness would not specif- 
ically state that the group of theatres 
are eligible for combining under sub- 
division (d), he appeared reluctant to 
say that they are. It may be that he 
feels that an unqualified affirmative 
statement relative to the eligibility 
of these theatres under subdivi- 


sion (d) could only be made if the 
situation in prior periods was such 
that (a) a single rate for secondary 
light and power was available and (b) 
no single meter was commercially 
available to measure the service char- 


acteristics supplied. In the instances 
under discussion it is obvious there- 
fore that (b) is the only condition of 
the two that has been met. It is use- 
less to speculate on what the theatres 
would have selected, i.e., a single meter 
or two meters for secondary light and 
power if a single rate for such service 
had been available. The fact, how- 
ever, is that the complainant has in- 
quired into cost of rewiring the various 
theatres to enable single metering 
which cost is estimated to be $2,500 
if labor and materials are available, 
thus indicating a desire to obtain serv- 
ice at the lowest possible cost without 
preference for any particular type of 
meter installation. 
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As before stated, the readings of the 
meters in the various theatres were 
combined in 1936 or 1937 when power 
and light became available under a 
single rate and as testified to by its wit- 
ness, the company proceeded to com- 
bine the readings “as there was no 
single meter available.” If the Com- 
pany felt that it was justified in com- 
bining the readings at that time for the 
reasons mentioned, it has not furnished 
any convincing or substantial reason 
why this practice should not be con- 
tinued under subdivision (d) after 
January 1, 1945. 


Complaint of Riverhead Public 
Schools 


This complaint first came to the at- 
tention of the Commission in an in- 
formal complaint numbered P-6786. 
The installation of this complainant 
was made in 1937. Service is sup- 
plied by one primary 4,000-volt, 3- 
wire, 3-phase circuit to a transformer 
vault in the school where service is 
stepped down to the complainant’s 
utilization voltage by transformers 
owned by the Company. The usage 
of the complainant is measured on the 
secondary side of the transformers by 
one 3-phase, 3-wire, 230-volt meter 
for power and two single-phase, 115- 
volt meters for lighting connected to 
two separate phases of the secondary 
circuit. 

In a letter to the Commission of 
March 26th the Company claims that 
the two single-phase meters for meas- 
uring lighting usage were installed for 
Company purposes so as not to seri- 
ously affect voltage regulation on its 
primary distribution system and that 
an approved meter was not commer- 
cially available at that time to measure 
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both single phase 115-volt lighting and 
230-volt power. It will be noted that 
the Company’s reasons for installing 
two single-phase meters on the light- 
ing circuits were conditions on the dis- 
tribution system and do not apparently 
fall within the purview of subdivision 
(d). As in the case previously men- 
tioned involving Our Lady of Mercy 
Academy at Syosett, Long Island, it 
is believed the two meters fall under 
subdivision (g). 

While it appears that the Company 
has combined the readings of the three 
meters from the inception of the in- 
stallation to December 31, 1944, and 
has ceased to combine the bills there- 
after, it believes that the usage meas- 
ured by the power meter should be 
separately billed and the readings of 
the single-phase meters on the two 
lighting circuits combined “because it 
is not demonstrable at this date that 
the meter arrangements in 1937 were 
made solely from the viewpoint of the 
company or entirely from the view- 
point of the customer.” 

In the Company’s letter of March 
26th, the Company’s reply to the ques- 
tion raised in a previous letter of the 
Commission as to whether the instal- 
lation of three meters originated in a 
specific request of the complainant or 
was made for the Compary’s purpose 
or convenience, states: “Three meters 
were installed for the Company’s pur- 
poses as secondary service was appar- 
ently desired.” The Company has pro- 
duced no evidence in any form to show 
that the Riverhead public schools spe- 
cifically requested an installation of 
three meters. 

With respect to the availability of 
the meter for measuring the entire 
usage of the school at the time of in- 
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stallation and the present, the witness 
on cross-examination testified to the 
following : 


Q. Is there a single meter com- 
mercially available at the present time 
that could measure the entire usage on 
the three circuits on the low-voltage 
side of the transformers? 

A. I think there is, yes, sir. 

Q. Do you know whether or not 
such a meter was commercially avail- 
able at the time of the installation? 

A. I think not; no. 


Where the three meters “were in- 
stalled for company’s purposes as sec- 
ondary service was apparently de- 
sired” but could be so measured by a 
single meter at this time, I believe that 
the billing of the Riverhead public 
schools is eligible for combining under 
subdivisions (d) and (g). Where 
these conditions obtain in other 
schools, the ruling should apply. 


Complaint of Bluepoints Co., Inc. 


This matter first came before the 
Commission in an informal complaint, 
numbered P-6824. The complainant 
is supplied with service at two loca- 
tions on Long Island, namely, West 
Sayville and East Marion. 

The witness testified that the West 
Sayville installation was first supplied 
with lighting service in 1917, and was 
billed on a commercial lighting rate. 
Power service was furnished “some 
time later” prior to 1923 and was 
billed on a commercial power rate 
until 1937. At that time both bills 
were combined and a single bill ren- 
dered, which practice was discontinued 
January 1, 1945. Since that time both 
accounts have been billed separately on 
Rate 2-B. The witness also stated 
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that the complainant was informed 
that it could qualify under Rate No. 
4 for wholesale power and benefit by a 
substantial saving if it made certain 
changes to its wiring but has taken 
no action to this time. 

A single-line diagram of the Blue- 
points installation at West Sayville 
shows that service is being measured 
by one single-phase, 3-wire meter for 
lighting and one three-phase, 3-wire 
meter for power. These meters are set 
about 15 inches apart on a panel, thus 
indicating that wiring changes to en- 
able single metering could be made 
without incurring any unusual ex- 
pense. 

The situation here seems to have 
points of similarity with the group of 
theatres previously discussed. Prior 
to 1937 light and power were billed 
separately because the effective rates 
did not provide for furnishing second- 
ary light and power on one rate. When 
a single rate providing for delivery of 
light and power became available about 
1937, the readings of the light and 
power meters were combined and a 
single bill rendered which practice was 
continued to December 31, 1944. The 
same situation with respect to the 
availability of a meter to measure the 
entire usage at one point also seems 
to prevail. I believe that the installa- 
tion should be combined under sub- 
division (d). 

The installation of the Bluepoints 
Company at East Marion is at a later 
date and comprises one single-phase 
meter for lighting and one 3-phase 
meter for power. The “account was 
opened in August, 1940, and between 
the date of application for service and 
the date of installation the company 
had adopted a meter commercially 


available for measuring both power 
and light at secondary voltage, which 
meter had had the Public Service Com- 
mission approval prior to this.” The 
Company, however, set “a light meter 
and a power meter” and combined the 
readings of the two meters and ren- 
dered bills under the “general lighting 
rate” until November, 1940, at which 
time the account was_transferred to 
Power Rate No. 3. Since December 
31, 1944, light and power were billed 
separately under 2-C which is the 
“general lighting rate” for the zone the 
complainant is situated in. 

This situation therefore does not 
seem to fall within the purview of any 
subdivision of Order Clause 3, and, 
since a single meter was commercially 
available at the time of installation, 
the principle of one meter per customer 
should have been adopted. It does not 
seem equitable that the customer 
should suffer any disadvantage by the 
Company’s action and the readings of 
the two meters in the East Marion in- 
stallation should therefore be com- 
bined. The Company, however, 
should be required to rewire at its ex- 
pense the installation at the custom- 
er’s panel board so as to permit the 
total usage to be measured by one 
meter. 


Scranton & Lehigh Coal Company 
and F. W. Woolworth Com- 
pany, Hempstead, L. I. 


At the hearings held on May 3rd 
and May 14th the above-named par- 
ties by their representative A. L. Stein, 
National Electric Service Corporation, 
objected to the present practice of the 
Company in billing on the basis of 
separate meter readings. 

The Scranton & Lehigh Coal Com- 
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pany installations in Nassau county 
namely, Great Neck, Glen Head, 
Floral Park, and Roslyn Heights are 
shown in line diagram form on Ex- 
hibits 72, 73, 74, and 75 respectively. 
Unlike complaints which are discussed 
under preceding captions, the bills of 
each of the four locations have not 
been combined in any period of their 
history. Each is supplied with single- 
phase service for lighting and 2-phase 
service for power. The witness be- 
lieves that a single meter to measure 
these characteristics became available 
about 1940. 

Each of the installations in Great 
Neck, Glen Head, Roslyn Heights, and 
Floral Park comprises a single-phase 
lighting service to an office and a 2- 
phase power service to a coal silo. The 
office and coal silo, however, in the 
last three cases are separate structures 
situated from 200 to 300 feet distant 
from each other. Wiring for single 
metering in such cases may prove to 
be quite expensive and it is logical to 
assume that separate service entrances 
at each location were desired by the 
customer at the time of installation in 
view of the minor savings that would 
be involved if the entire usage were 
measured by a single meter. For ex- 
ample, the light and power bills for 
the Glen Head location currently 
range between $1 and $1.14 per month 
and $8.50 to $11.50, respectively. 
Lighting bills for the other two loca- 
tions, however, are in the order of 
$10 per month with power bills about 
the same. In each of these cases power 
and light were billed separately on a 
lighting and retail power rate up to 
March, 1939, when light and power 
was thereafter billed separately on the 
“general lighting rate.” 


121 


The installation of the F. W. Wool- 
worth Company at Hempstead, Long 
Island, taken historically and in in- 
stallation detail has features that are 
similar to those of some of the theatres 
discussed in connection with Asso- 
ciated Playhouses, Inc., and is there- 
fore subject to the same conclusions 
reached with respect thereto. Prior 
to September, 1937, light and power 
service were measured by one meter 
on the primary side under wholesale 
power and lighting service rate num- 
ber 6. At that time secondary meter- 
ing was introduced on the lighting 
with a single meter measuring this 
service until February, 1940, with 
power concurrently billed under retail 
power rate. Since service for power 
and light is measured at a secondary 
voltage the subsequent installation of 
a secondary power meter is indicated. 
After February, 1940, the two ac- 
counts were combined under rate num- 
ber 2-A the “general lighting rate” for 
the area which continued until Decem- 
ber, 1944. Since the latter date sep- 
arate bills for light and power have 
been rendered on the same rate. 

The witness testified that the Com- 
pany was informed that the customer 
expected to rewire this installation for 
single metering. He also testified that 
if the Commission decided that the 
bills of this installation should be com- 
bined he would not be inclined to dis- 
pute such a decision but would “look 
forward hopefully to the customer 
rewiring so that it could get to be a 
single meter.” 


Conclusion and Recommendations 


The 5,068 customers summarized on 
Exhibit 47 and the four installations 
of Scranton and Lehigh Coal Co. have 
not had their bills combined in any - 
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period. Generally these installations 
of two or more meters were made be- 
cause tariff schedules in effect at the 
time of installation did not include 
light and small power for secondary 
delivery under one rate. To obtain 
this type of service the customers were 
consequently obliged to sign applica- 
tions under two available rates, one for 
lighting and one for retail power, each 
separately metered. The meter read- 
ings were billed separately and later 
when an “Any purpose” rate with gen- 
erally lower charges became available, 
these customers were transferred to 
this rate and separately billed for 
power and light under the same rate. 
Except instances where customers de- 
sire separate billing or where meter 
installations have been widely separat- 
ed at the customer’s request, the bills 
for service should be combined and, as 
previously discussed in connection 
with Exhibit 47, wiring, where re- 
quired, should be rearranged for single 
metering by July 1, 1947. 

With respect to the 121 customers 
summarized on Exhibit 48, who 
had their bills combined during some 
period and which have been reduced 
in number to a potential of 72 by a re- 
duction of 23, who have arranged for 
rewiring and 26 who are contemplat- 
ing this step, the company should com- 
bine those cases which clearly fall 
within the purview of subdivisions 
(c), (d), (f), and (g). The bills 
relative to 10 of the 15 specific com- 
plaints testified to by the witness 
should also be combined under the ap- 


propriate subdivisions. These com- 
plaints are namely: 

Associated Playhouses, Inc. : Smith- 
town Theatre, Babylon Theatre, 
Sayville Theatre, Northport Theatre, 
Bay Shore Theatre, Regent Theatre- 
Bay Shore, and Amityville Theatre; 
Bluepoints Company, Inc.: West 
Sayville; F. W. Woolworth Co.: 
Hempstead, L. J.; Riverhead Public 
Schools: Riverhead, L. I. 

With respect to the Bluepoints in- 
stallation at East Marion, the com- 
pany for reasons not. given set two 
meters in 1940 and combined the read- 
ings thereof, although a single meter 
was available at that time to measure 
the customer’s entire usage. Unless 
there are hitherto unrevealed circum- 
stances that made it desirable for the 
Company to install more than one 
meter, the rule of one meter per cus- 
tomer should have been adhered to. 
It does not seem equitable that the 
customer should be disadvantaged by 
the Company’s actions and pending a 
changeover to single metering, the ex-. 
pense of which should be borne by the 
Company, the readings of the meters 
should be combined as was done prior 
to December 31, 1944. 

The amended petition of the Com- 
pany to permit the readings of two or 
more meters to be combined under 
subdivisions (c), (d), (f), and (g) 
should be approved. An _ appro- 
priate order to permit combining of 
such readings under subdivisions 
(c), (d), (£), and (g) is herewith 
submitted. 
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Re Commonwealth Utilities Corporation 


Application No. 1164-A, Decision No. 24809 
July 24, 1945 


PPLICATION by electric corporation for authority to sell prop- 
A erty to rural electric association; granted. 


Consolidation, merger, and sale, § 2 — Right to sell — Detriment. 
1. A property owner, generally speaking, should be allowed to sell unless a 
sale would be detrimental to the public, p. 125. 


Consolidation, merger, and sale, § 62 — Scope of proceeding — Determination as 
to dual operations — Codperative purchaser. 
2. The Commission, in passing upon an application for authority to sell elec- 
tric utility properties to a codperative association, need not—and it probably 
is not within the jurisdiction of the Commission in such proceedings—find 
that the association cannot operate as a cooperative and a utility at the same 
time if that be the effect of the transfer, p. 125. 


APPEARANCES: Leon B. Snyder, 
Colorado Springs, for Commonwealth 
Utilities Corporation ; Cecil R. Ditsch, 
Littleton, for Intermountain Rural 
Electric Association; Worth Allen, 
Denver, for Colorado Central Power 
Company. 


By the Commission: Common- 
wealth Utilities Corporation, appli- 
cant herein, under certificate of public 
convenience and necessity issued by 
this Commission, owns, maintains, and 
operates lines, for the transmission and 
distribution of electrical energy in the 
town of Castle Rock, and certain areas 
in Douglas county. Besides its certifi- 
cate of public convenience and neces- 
sity, it owns certain franchise rights 
granted by the municipalities it serves, 
to it or to its predecessors in interest, 
to operate said electrical system in said 
towns. 

On December 19, 1928, by Decision 
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No. 2011, Commonwealth Utilities 
Corporation was granted a certificate 
of public convenience and necessity to 
exercise certain franchise rights grant- 
ed to it by the town of Castle Rock 
in and by Ordinance No. 100. Said 
franchise, in general, authorized Com- 
monwealth Utilities Corporation, its 
successors and assigns, to construct, 
maintain, and operate an electric light- 
ing and power plant and distribution 
system in the town of Castle Rock, 
Colorado, and to generate, furnish, and 
sell electric energy to the town and the 
inhabitants thereof, subject to certain 
conditions and restrictions upon the 
exercise of the rights and privileges 
granted. 

In Application No. 1255, by Deci- 
sion No. 2041, dated January 16, 
1929, the town of Castle Rock was 
permitted to transfer, and did trans- 
fer, to Commonwealth Utilities Cor- 
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poration, the certificate of public con- 
venience and necessity issued to it by 
this Commission on February 28, 
1928, Decision No. 1602, which au- 
thorized the town to serve the area 
contiguous to Castle Rock and the 
territory contiguous to its then (as of 
date February 28, 1928) constructed 
electric transmission lines. 

Said property and rights to be trans- 
ferred. are particularly described in a 
certain deed and bill of sale from Com- 
monwealth Utilities Corporation, a 
Colorado corporation, to The Inter- 
mountain Rural Electric Association, 
a Colorado corporation, which is a 
part of Exhibit 1 introduced at the 
hearing on the application filed here- 
in, said application being one to sell 
all applicant’s electrical and utility 
properties in the county of Douglas, 
including its lines, service, facilities, 
etc., in the town of Castle Rock, which 
it owns, holds, and uses for the pur- 
pose of serving the citizens of said 
county and said towns located therein 
with electrical energy. Said The In- 
termountain Rural Electric Associa- 
tion is a nonprofit codperative associa- 
tion, incorporated under the provisions 
of Chap 52 of the Session Laws of 
Colorado, 1913, and is financed and 
supervised by Rural Electrification 
Administration, organized by act of 
Congress. The terms of sale and pur- 
chase are set forth in detail in the 
agreement and contract introduced in 
evidence as Exhibit 1, reference to 
which is hereby made, said deed and 
bill of sale, as aforesaid, being a part 
thereof. ; 


Copies of said application, which 
was filed on July 13, 1945, were duly 
and regularly served upon the board 
of county commissioners of Douglas 
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county, the town of Castle Rock, the 
Colorado Central Power Company, 
and William H. Robinson, Jr., state 
counsel for the Rural Electrification 
Association. 

The matter was heard in Denver, 
Colorado, on July 24, 1945, and taken 
under advisement. 

No one appeared in opposition to 
the granting of the authority sought. 

At the hearing, it appeared that the 
consideration for the transfer of said 
property, including the certificates of 
public convenience and necessity and 
franchises aforementioned, is the sum 
of $87,500; that The Intermountain 
Rural Electric Association is incor- 
porated as a cooperative under the 
laws of the state of Colorado for the 
purpose of generating, distributing, 
and selling electrical energy to and 
among the members of the Associa- 
tion; that its by-laws do not prohibit 
service to nonmembers; that it, here- 
tofore, has acquired some properties 
from public utilities which served in 
Elbert, Kiowa, Elizabeth, Palmer 
Lake, Monument, and Lark Spur, and 
certain rural areas ; that as to said ter- 
ritory and the properties so acquired, 
it has continued to serve nonmembers; 
that if the sale and purchase agreement 
involved herein is approved by the 
Commission and it acquires the prop- 
erties covered by this application from 
Commonwealth Utilities Corporation, 
it proposes to serve all persons now re- 
cieving service from said system, and 
such persons as may desire such serv- 
ice in the future from said system— 
whether they are or are not members 
of said codperative, and will discharge 
and fulfill the obligation of Common- 
wealth Utilities Corporation to serve 
under the franchises and certificates 
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heretofore mentioned which it pro- 
poses to take over ; that its operations 
have been financed by the United 
States Government through REA; 
that purchase of properties from Com- 
monwealth Utilities Corporation has 
been regularly authorized and ap- 
proved by its board of directors, the 
terms, price, etc., upon which it would 
acquire the property being determined 
and settled by its directors, represen- 
tatives of REA, and the association’s 
engineer ; that REA has approved the 
contract, has made the necessary allot- 
ment, and will advance the $87,500 
required for purchase of property ; that 
The Intermountain Rural Electric As- 
sociation now serves in territory con- 
tiguous to the territory being acquired, 
and after purchase is consummated, 
all properties that can be, probably will 
be integrated and operated as a whole; 


that Commonwealth Utilities Corpo- 
ration has purchased its energy at 


wholesale from Colorado Central 
Power Company; that Intermountain 
proposes to continue the arrangement, 
and to acquire its energy for resale in 
said area from Colorado Central; that 
Intermountain is adequately financed, 
and will be able to, and will, furnish 
better service than they are now re- 
ceiving, to the consumers of energy in 
the territory to be acquired. 

The record made is sufficient to 
show’ that, financially, transferee is 
able and qualified to take over and 
operate properties of the Common- 
wealth Utilities Corporation men- 
tioned in the application and Exhibit 
No. 1 herein—at least there is no evi- 
dence to the contrary. It did not ap- 
pear that the management of trans- 
feree is not competent and efficient, or 
that the service to be furnished Com- 
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monwealth customers may be less sat- 
isfactory than the service now fur- 
nished by Commonwealth. No cus- 
tomers of Commonwealth Utilities, or 
members’ of Intermountain Rural 
Electric Association appeared in per- 
son at the hearing, or otherwise, to 
voice objections to sale and purchase. 
Apparently, customers of Common- 
wealth are agreeable to the change, 
and believe that they will secure ade- 
quate and satisfactory service from the 
association at proper rates. Some ex- 
tensions in rural areas no doubt will 
be made, which means that many 
farms now without electric service, 
and without hope of service from Com- 
monwealth Utilities, will be connected 
and receive electrical energy. 

It also appeared that closing date for 
the consummation of said sale and pur- 
chase agreement is July 25, 1945. Ap- 
plicant therefore suggested that, in the 
event order authorizing sale and trans- 
fer is entered herein, it be made effec- 
tive forthwith. Intermountain joined 
in said request, and Worth Allen, 
counsel for Colorado Central Power, 
stated that it had no objection to the 
granting of said request. 

[1] Generally speaking, a property 
owner should be allowed to sell, un- 
less it would be detrimental to the 
public to so do (State ex rel. St. Louis 
v. Public Service Commission [1934] 
335 Mo 448, 5 PUR(NS) 230, 73 
SW(2d) 393; in Re Western Col- 
orado Power Co. (Colo 1942) 42 
PUR(NS) 247; in Re Highland 
Utilities Co. (Colo 1944) 56 PUR 
(NS) 101, and it would seem that the 
proposed sale and purchase is in the 
public interest. 

[2] While counsel for Intermoun- 
tain did not, in terms, state that the 
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association is willing to serve as to 
the acquired lines as a utility, he made 
it clear that if there is any question 
as to its right to own and operate the 
acquired public utility lines, as a part 
of its business, or to operate as a util- 
ity, if it must, under the applicable 
statutes, as to the acquired lines, the 
association is willing to amend its 
charter and its by-laws to meet said 
situation, and to do anything that may 
be necessary under the law to permit 
it to carry on the Commonwealth 
operation as a utility, or otherwise. 

We do not believe it is necessary at 
this time, and it probably is not with- 
in our jurisdiction in this proceeding 
(Natatorium Co. v. Erb, 34 Idaho 
209, PUR1922A 187, 200 Pac 348), 
to find that the association cannot 
operate as a cooperative and a utility 
at the same time, if that be the effect 
of this transfer, although there is some 
authority to the effect that by so do- 
ing it would become a utility as to 
all its operations. As a general rule, 
an owner or the person in control of 
property becomes a utility only when 
and to the extent that his business and 
property are devoted to a public use. 
In our decision, Re Highland Utili- 
ties Co. supra, the question is discussed 
at length. 


We therefore find that public con- 
venience and necessity require the pro- 
posed transfer and sale to Intermoun- 
tain Rural Electric Association by 
Commonwealth Utilities Corporation 
of its certificates of public convenience 
and necessity, and other properties, 
heretofore mentioned, and more par- 
ticularly described in the agreement 
and bill of sale referred to, being Ex- 
hibit No. 1 at the hearing, of date 
June 1, 1945, which, by reference is 
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made a part hereof, for the considera- 
tions therein expressed, subject, how- 
ever, to restrictions and conditions set 
forth in the order following, which, in 
the opinion of the Commission, the 
public interest requires. In the opin- 
ion of the Commission, the public in- 
terest also requires that this order be 
made effective forthwith. 


ORDER 


It is ordered: 

That public convenience and neces- 
sity require the transfer and sale to 
The Intermountain Rural Electric As- 
sociation, a codperative corporation, 
organized and existing under the laws 
of the state of Colorado, by Common- 
wealth Utilities Corporation, a Col- 
orado corporation, of its certificates of 
public convenience and necessity, fran- 
chise rights, and other properties, as 
set forth in the Agreement of Sale and 
Purchase, of date June 1, 1945, being 
Exhibit No. 1 at the hearing, which, 
by reference, is made a part hereof, 
for the considerations therein ex- 
pressed, subject, however, to the fol- 
lowing restrictions : 

1. That in the event that The In- 
termountain Rural Electric Associa- 
tion is not now, under its Articles of 
Incorporation and By-laws authorized 
to serve nonmembers, it shall, imme- 
diately and in not more than six 
months from the date hereof, amend 
its Articles of Intercorporation and its 
By-laws to provide that service shall 
be rendered to nonmembers, as well as 
members of the association, on lines 
acquired from public utilities, includ- 
ing the lines acquired pursuant to this 
Order, and promptly inform this Com- 
mission of such action. 

2. That, upon completion and con- 


126 





RE COMMONWEALTH UTILITIES CORPORATION 


summation of the transfer herein au- 
thorized, transferee shall take over 
and acquire all privileges and rights of 
Commonwealth Utilities Corporation 
under its certificates of public conven- 
ience and necessity and franchises from 
the towns served by Commonwealth 
Utilities Corporation in Douglas 
county, and shall assume and discharge 
all obligations thereby imposed upon 
said Commonwealth Utilities Corpo- 
ration, under said certificates and fran- 
chises, and shall furnish service, 
including, without limiting the gener- 
alities of the foregoing, the sale of 
electric energy, without discrimination 
between members and nonmembers of 
the association, and all franchise and 
statutory rights of the towns served 
under franchises shall be fully retained 
by said towns. 


That jurisdiction hereof be, and the 
same is, retained to the end that such 
further order or orders deemed nec- 
essary may be entered by this Com- 
mission. 

That transferee shall file its rate 
schedules, rules and regulations, set up 
books and accounts in agreement with 
the Uniform Classification of Ac- 
counts, and bring all its practices as to 
testing, consumers’ deposits and op- 
erations, records of meters, transform- 
ers and complaints, into compliance 
with the Commission’s requirements, 
as to all said acquired property within 
thirty days after consummation of said 
transfer. 

That this order be, and the same 
hereby is, made effective forthwith; 
that is, as of the date hereof. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re George R. Wyckoff et al., Trading as 
Tri-State Transit Lines 


Application Docket No. 54149, Folder 3 
September 10, 1945 


ULE entered against common carrier to show cause why cer- 
R tificate should not be canceled for failure to comply with 
Commission rule; penalty imposed. 


Certificates of convenience and necessity, § 46 — Requirement of equipment cer- 
tificate — Transportation permitted by Office of Defense Transporta- 
tion. 

1. Operation of busses by a common carrier, without an equipment cer- 
tificate required by a rule of the state Commission, is not excused by the 
fact that the transportation was permitted by the Office of Defense Trans- 
portation, as this constitutes no justification for failure to comply with the 
rules of the Commission, p. 128. 
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Commissions, § 19 — Concurrent jurisdiction — Office of Defense Transporta- 


tion. 


2. The Office of Defense Transportation and the state Commission exer- 
cise concurrent jurisdiction over certain phases of transportation in the 
state, but, within the ambit of that concurrent jurisdiction, either is su- 
preme in its own field, and the requirements of both bodies must be met 
if operations subject to their control are to possess the attributes of legality, 


p. 128. 


By the CoMMISSION : 

[1, 2] This matter is before the 
Commission on the rule entered 
against George R. Wyckoff, Nellie 
M. Wyckoff, and George F. Wyckoff, 
trading as Tri-State Transit Lines, a 
common carrier, to show cause why 
the certificate of public convenience 
issued at the above docket number 
should not be canceled for failure to 
comply with Rule 4 of General Or- 
der No. 18 of the Commission. It 
appears from the evidence at the 
hearing of December 18, 1944, that 
the certificate holders had transported 
persons for hire from the D. L. & W. 
Railroad Station at East Stroudsburg, 
Monroe county, to Pine Forest Camp, 
Pike county, on June 30, 1944, the 
entire transportation taking place 
within the commonwealth of Penn- 
sylvania. The operators used in said 
transportation six busses belonging to 
J. R. Roof, Newton, New Jersey. 
None of these busses was listed on the 
equipment certificate of the Tri-State 
Transit Lines. The Tri-State Transit 
Lines admits that the busses were 
hired for this transportation service 
and that they were operated without 
any equipment certificate. It is con- 
tended that the lack of certification is 
excused because the transportation 
was permitted by the Office of Defense 


Transportation. This constitutes no 
justification for failure:to comply with 
the rules of this Commission. The 
Office of Defense Transportation and 
this Commission exercise concurrent 
jurisdiction over certain phases of 
transportation in Pennsylvania but, 
within the ambit of that concurrent 
jurisdiction, either is supreme in its 
own field. The requirements of both 
bodies must be met if the operations 
subject to their control are to possess 
the attributes of legality. 

Although we do not believe that the 
offense here involved is of such a char- 
acter as to necessitate revocation of 
the offenders’ certificate, we are of the 
opinion that a penalty of $50 should 
be imposed ; therefore, 

It is ordered: That George R. 
Wyckoff, Nellie M. Wyckoff, and 
George F. Wyckoff, trading as Tri- 
State Transit Lines, the holders of a 
certificate of public convenience issued 
at Application Docket No. 54149, 
Folder 3, shall forfeit and pay to the 
commonwealth of Pennsylvania the 
sum of $50 for failure to comply with 
Rule 4 of General Order No. 18 of the 
Commission. 

Commissioner THORNE being ab- 
sent did not participate in the vote on 
this order. 
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KUHLMAN 


Light-weight and compact, Kuhlman Dry Type Transformers are preferable 
for many inside installations since they eliminate the need of fireproof vaults, 
often effect substantial economies by reducing secondary copper requirements 


and assure improved voltage regulation and lower line losses. They are particularly 


suitable for insulating circuits from supply sources; operating low voltage 


portable tools and similar equipment from power instead of lighting circuits; 
boosting voltage to correct for voltage drop in plant wiring; and 
obtaining a 3-wire circuit from a 2-wire system. Typical of the sound con- 
struction and advanced design of Kuhlman Dry Type Transformers is the 333 
KVA Class B (glass insulated wire) 80° rise model illustrated above. 
This 3 phase, 60 cycle type is engineered for 2400 volts primary, 480 
volts secondary, with two 2/2% plus and minus full capacity taps at 
2400 volts. Write for complete information on Kuhlman Dry Type 


and other distribution and power transformers. 


ELECTRIC COMPANY @« BAY CITY, MICHIGAN 
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Gas Utilities Consider Home 
Planning Bureaus 


A PROGRAM for guidance of the millions of 
American families planning to build or 
remodel homes is being offered to gas utility 
company executives attending a series of re- 
gional meetings of the American Gas Associa- 
tion being held throughout the country. 

Members of the gas industry’s national as- 
sociation are being urged by W. J. Grover, 
marketing director of Surface Combustion 
Corporation, Toledo, Ohio, manufacturer of 
Janitrol gas-fired heating equipment, to or- 
ganize home planning bureaus in their com- 
munities where a family could go for sound 
advice on every step in building or buying a 
home. 

The utilities represented at the AGA re- 
gional meetings, which started in September 
and will continue until the end of the year, will 
be offered material giving them complete in- 
formation on organizing and operating a home 
planning bureau, covering subjects such as se- 
lection of bureau personnel, displays, and 
sample advertising. Suggestions are included 
for enlisting the codperation of the commun- 
ity’s home building industry in supplying the 
public with reliable answers to their questions 
on home building at one central location. 

Leading authorities on home planning 
worked with Surface Combustion in preparing 
the program for use by the gas companies. 

The purpose of the bureaus is to promote 
the entire home building industry, rather than 
one segment, by being of real service to the 
public, according to the Surface Combustion 
Corporation, and participation of every branch 
of the housing industry is wanted. 

Representatives of gas utility companies in 
practically every community using gas will 
have heard the details of the home planning 
bureau program when the series of regional 
meetings of the AGA to be held throughout 
the country are completed late in December. 


N. J. Conrad Reacquires S&C 


Ns J. Conrap has resumed control 
of Schweitzer & Conrad, Inc., according 
to a recent announcement. He has acquired 
the entire outstanding common stock from 
Cutler-Hammer, Inc., and also has acquired 
from other interests all of the preferred stock 
which he did not formerly own. 
_ The company will continue to Manufacture 
in its plant in Chicago the S&C line of high- 
voltage protective and switching equipment. 
Under the new program, Mr. Conrad, who 


was a co-founder of the company in 1910, and 
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Industrial Progress 


Selected information about products, supplies, and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 





who sold his chief interest in 1930, again will 
resume active management as president. His 
son, john R. Conrad, will become vice president. 


Former WPB Public Utilities 
Specialists Available 


UBLIC utilities specialists serving the War 

Production Board are now available to 
private industry, it is announced by John A. 
Warner, director of region two, consisting of 
New York state and northern New Jersey. 

The end of the war, Mr. Warner states, has 
terminated many of the board’s activities, thus 
making possible the release of these specialists. 

It is emphasized that the personnel now 
available has had repeated contacts with many 
trades and businesses during their association 
with the board, thus expanding their knowl- 
edge of industry as a whole. 

Employers desiring to interview public utili- 
ties specialists are invited to write to the re- 
gional director, War Production Board, Em- 
pire State building, New York, New York, or 
telephone Murray Hill 3-6800, extension 700. 


Pennsylvania Electric Ass’n 
Holds 38th Annual Meeting 


peorte plans for the electric utility indus- 
try were discussed by members of the 
Pennsylvania Electric Association at their 
thirty-eighth annual meeting and industry 
conference held in Philadelphia, September 
26th and 27th. The theme of the meeting was 
“The Fulfillment of Victory—Working and 
Living Electrically.” 

Congressman Walter H. Judd, of Minne- 
sota, principal speaker at the conference ad- 
dressed the membership on the subject of, 
“What Is Going On in Asia.” 

Delegates to the meeting were welcomed by 
Horace P. Liversidge, president of the Phila- 
delphia Electric Company, after which they 
were addressed by Purcell L, Smith, president 
of the National Association of Electric Com- 
panies, on the subject, “The Voice of the Elec- 
tric Utility Industry.” Mr. Smith took the 
electric utilities to task for having been negli- 
gent in properly advising members of Con- 
gress on subjects which have a distinct bear- 
ing on the industry,-and urged them to be a 
great deal more outspoken in the future. 

Other speakers who addressed the gathering 
include: Dr. Leo Wolman, professor of eco- 
nomics at Columbia University; Dr. Howard 
Berolzheimer, economist of the National Tax 
Equality Association; Dr. Claude Robinson, 
tine ag of Opinion Research Corporation; 
7rank W. Lovejoy, sales executive of So- 
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cony-Vacuum Oil Comeeny s and Pressley H. 
McCance, president of Duquesne Light & 
Power Company. ‘ 

Francis McQuillin, of the West Penn 
Power Company, was elected to succeed 
George E. Whitwell as president of the Penn- 
sylvania Electric Association for the coming 
year. M. H. Parkinson and Charles E. Oakes, 
both of Pennsylvania Power & Light Com- 
pany, and George W. Ousler, Duquesne Light 
Company, were elected vice presidents. 


Maytag Adds New Appliances 


Amaee of an automatic type washer, and 

automatic clothes drier, both gas and 
electric, a gas range, and an electric frozen 
food locker to the Maytag line of household 
appliances was revealed recently by President 
Fred Maytag IL. 

No date has been announced as to when the 
new products. -will be made available to the 
public, although Mr. Maytag expressed an 
opinion that-the gas range and the frozen food 
locker, would be on the market about the first 
of the year. No date has been revealed when 
the automatic washers and driers will be ready 
tor distribution. 

Samples of postwar models of Maytag con- 
ventional type washers have been released to 
each of the more than 7,000 dealers represent- 
ing the company throughout the United States. 


Lyle C. Harvey Reélected 
President of AGAEM 


A the annual meeting of the Association of 
Gas Appliance and Equipment Manufac- 
turers, Lyle C. Harvey was reélected president 
for the association year beginning October 1, 
1945, and ending September 30, 1946. Mr. Har- 
vey is president of the Bryant Heater Com- 
pany, Cleveland, and vice president and direc- 
tor of Dresser Industries, Inc. He has long 
been recognized as one of the foremost leaders 
in the gas appliance ‘industry. 

The following officers were reélected for a 
term of one year: Vice president, D. 
O’Keefe, president of O’Keefe and Merritt 
Company, Los Angeles, range manufacturers ; 
Vice president, me A. Robertshaw, presi- 
dent of the Robertshaw Thermostat Com- 
pany, Youngwood, Pennsylvania, manufactur- 
ers of control equipment; Treasurer, John Van 
Norden, secretary of the American Meter Co., 
New York city, manufacturers of meters. 

The membership of the association has in- 
creased 35 per cent during the war years and 
today it represents 90 per cent of the produc- 
tion in ail gas appliance and equipment fields. 





“"MASTER*LIGHTS"” 
© Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER MFG. CO. 
197 Master-Light Bidg., Boston 45, 








Winners of Laura McCall Award 
Announced by EEI 


HE Edison Electric Institute has an- 

nounced the winners of the 1944 Laura 
McCall Awards, sponsored by McCals 
Magazine, and given in public recognition of 
the outstanding contributions of electric light 
and power.companies, through their home sery- 
ice departments, to the health and happiness 
of the American home. é 

First prize was awarded to H. H. Brenan, 
manager of residential sales department, 
Pennsylvania Power & Light Company, Allen- 
town; second prize to Martha Marie Bohlsen, 
home ‘service director, Nebraska Power Com- 
pany, Omaha; third prize to Edith T. Rauch, 
home service director, Puget Sound Power & 
Light Company, Seattle ; fourth prize to Routh 
T. Neill, home service director, Kirigsport 
Utilities, Inc., Kingsport, Tennessee; and fifth 
prize to Kathryn M. Holy, home service d* 
rector, Florida Power Corporation, St. 
Petersburg. 

The prizes, an engraved plaque, four illumi- 
nated parchments, and a total of $400 in war 
bonds and stamps, are awarded on the basis 
of reports of 2,000 words or less, submitted by 
the entrants and covering: 1) the home serv- 
ice department’s activities to further electrical 
living through the use and care of electrical 
household equipment; 2) activities participat- 
ing in the 1944 wartime program of food con- 
servation and preservation; 3) a summary of 
achievements. 

Accomplishments were considered with re- 
lation to the size of the department and the 
territory served, in order that all entrants 
might compete on an equal basis. 


Connelly Iron Sponge & Gover- 
nor Engages Stone & Webster 


Byte aye Iron Sponce & Governor Com- 
PANY, a pioneer in the manufacture of gas 
purifying materials for the manufactured gas 
industry since 1865, announces arrangements 
for supervisory and other services of Stone & 
Webster Service Corporation, The company 
has for many years engaged in the manufac- 
ture of iron sponge for gas purification and in 
the production and sale of gas plant apparatus 
such as governors, valves and gauges. Certain 
iron by-products are sold to the chemical in- 
dustry and various building trades. Plants are 
located in Chicago, Los Angeles, and Eliza- 
beth, New Jersey. 

General operations of the company are un- 
der the direction of A. L. Smyly, president, in 
Chicago. D. K. Taylor is in charge of opera- 
tions of the Chicago plant. The Los Angeles 
plant is directed by J. J. Cuddihy. Elizabeth 
plant operations are under Ellsworth Unge- 
thuem. * 

Stone & Webster has for over half a cen- 
tury been engaged in the supervision of ti 
operations of public utilities and industrial 
concerns. 

(Continued on page 36) 
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There's a CLEVELAND Model! that will ex- 
actly fit your trenching job and deliver maxi- 
mum trench ct minimum cost whether it's 
for: — WATER — OlL — GAS — TELEPHONE 
— SEWER — GASOLINE — POWER — 
DRAINAGE or FOUNDATIONS. 
CLEVELAND'S close intimate contact with 
the various types of trenching projects and 
an accumulated engineering and field expe- 
rience, covering over 20 years, can help you 
select the logical machine to most efficiently 
and economically meet your special job. 
Avail yourself of this experience — contact 


CLEVELAND TRENCHER COMPANY 
20100 ST. CLAIR AVE. ¢ CLEVELAND 17, OHIO 
“CLEVELRNDS” Save More... Because They Do More 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 


quickly— 
in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 
giving a dependable grip on both con- 
ctors. Also Straight Connectors and 


Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and: easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type _ terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 
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W. A. Elliott Heads Elliott Co. 


Gu" B. Sureiey, chairman of the board 
of Elliott Company, Jeannette, Pennsyl- 
vania, announces that at a meeting of the 
board of directors, W. A. Elliott was elected 
president. Mr. Elliott has been executive vice 
président. Mr. Shipley, who remains as chair- 
aor of the board, previously was also presi- 
ent. 

F. H. Stohr, formerly assistant to the pres- 
ident, was elected executive vice president and 
F. W. Dohring, who has been general sales 
manager, was elected vice president in charge 
of sales. 

Other executive officers of Elliott Company 
include: R. W. Owens, vice president in charge 
of manufacturing, R. B. Smith, vice president 
in charge of engineering, Dundas Pea 
controller, and M. G. Shevchik, secretary 
treasurer, 


Motorola FM Radiotelephone 
Used by California Electric 


oTOROLA-GALVIN FM two-way radiotele- 
phone is furnishing consistent communi- 
cations for the California Electric Power 
Company, replacing their old-style, privately 
owned land telephone and at the same time ex- 
panding the range. The power company main- 
tains power lines over some 120,000 square 
miles which it serves in California and Nevada. 
The unusual weather, from that found on 
mountain peaks to the desert plains, compels 
an alertness on the part of the linesmen not 
customarily necessary in the average power 
line operation. To these conditions are added 
the high occurrence of “electronic shadows” 
caused by numerous metallic deposits and 
mountains. Overcoming these obstacles by 
exercising extreme care in the location of the 
antennae, the Galvin engineers have managed 
to cover the area completely with two fixed 
standard Motorola Model FSTR-250, 250- 
watt transmitter-receivers, and a number of 
Model FMTR-50DM 50-watt mobile rigs. 


Sorby Heads AGAEM 
“CP” Group 


E, Cart Sorsy, vice president of Geo. D. 
e Roper Corporation, has been elected 
chairman of the “CP” group of gas range man- 
ufacturers of the Association of Gas Appliance 
and Equipment Manufacturers, H. Leigh 
Whitelaw, managing director of the associa- 
tion, has announced. A. B. Ritzenthaler, vice 
president of the Tappan Stove Company, was 
elected vice chairman of the “CP” group. 

Elected to the “CP” executive committee 
were—Lloyd C. Ginn, American Stove Com- 
pany ; Henry Honer, Western Stove Company; 
R. S. Agee, Roberts & Mander Stove Com- 
pany ; Ps C. Pankow, Detroit-Michigan 
Stove Company; John E. me Cribben & 
Sexton Company ; H. C. Erhard, Standard Gas 
Equipment Corporation; R. B. Hurt, Hard- 
wick Stove Company; and D. G Ferguson, 
Clare Bros. & Company, Ltd. 
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at lower cost 
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If the Vari-Typer* Composing Machine, with its hundreds 
of different styles and sizes of changeable types, did 
nothing but improve the appearance of duplicated forms, 
bulletins, safety manuals, charts, graphs, etc., it would 
be performing a much needed service.But it does far 
more, for Vari-Typer improves legibility and cuts dupli- 
cating costs by 49 to 62%.And that’s why many utilities 
use Vari-Typer. 

Your office typist operates Vari-Typer right in your 
own office.She makes a master copy of a form,for ex- 
ample, using a selection from Vari- Typer’s wide variety 
of types.She uses a bold type for the heading,medium 
size types for subheads,and small, space-saving type 
for tabular matter.The master is then duplicated or 
offset printed in the usual way.The result is a form 
which looks type-set printed,but costs far less. 
Vari-Typer saves from 49 to 62% on supplies--paper, 
stencils,metal or paper plates, ink,etc., and usually 
pays for itself in a year, sometimes on a single job. It 
may pay you to investigate Vari-Typer for your com- 
pany. A new, 16-page folder--Vari-Typer,a new tool for 
business--is yours on request.Please ad- 

dress your reply to Dept. PU-10. 





*Reg.U.S.Pat.Off. and 
foreign countries. 
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are not over! 


There's plenty of action ahead 
for fast-thinking industrial lead- 
ers in the new Victory Loan! 
Your Victory drive is important 
because: 


EVERY VICTORY BOND 
HELPS to Bring our boys 
home—and give the best 
medical care to our wounded 
heroes! 

THE NEW F. D. ROOSEVELT 
MEMORIAL $200 BOND 


Urge employees to buy the new 
Franklin Delano Roosevelt Me- 
morial Bond through your Pay- 
roll Savings Plan! Better than 
ready cash, Victory Bonds are 
industry's “Thanks” to our 





returning heroes! 





START YOUR VICTORY DRIVE TODAY! 


Every Victory Bond aids in assuring peace- mpo 
time prosperity for ouf veterans, our nation, 
your employees— and your own industry! 





The Treasury Department acknowledges with appreciation 
the publication of this message by 


PUBLIC UTILITIES FORTNIGHTLY 


This is an official U. S. Treasury advertisement prepared under the auspices 
* of the Treasury Department and War Advertising Council * 
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Direct Firing of 


ULVERIZED ANTHRACITE 


935 —1945 


e first Direct Fired in- First Central Station Steam Genera- 
sllation of Pulverized An- tors for Direct Firing of Pulverized 
racite was made inalarge Anthracite. 

ew Jersey paper mill in a sea 



































935. a Bin 
a oO 
six more industrial installations 
ave since been made to fire this 
ame FW system in capacities up 
Q 
oO 





0 175,000 Ib. of steam per hour. 











mportant savings have been 
ealized fromthe use of low grade 


Anthracite, and a new source of 

















uel has been made available. 








Two of the above units have been ordered for the Hunlock 
Creek Plant of Luzerne County Gas and Electric Co. for 175,- 
000 Ib. steam per hour, each, 


OSTER WHEELER CORPORATION @ 165 BROADWAY, NEW YORK 6, N. Y. 


W FOSTER WHEELER W 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement} 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 





THE ONE-STEP METHOD 





OF BILL ANALYSIS 


LL but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your post-war rate and pro- 
motional programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 











Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 


Boston Chicago Detroit Montreai Toroate 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














Tue American Aprpraisat Company 
ORIGINAL COST STUDIES ¢ VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








von FOCY, Bacon « Davis, anc. nove casne 


CONSTRUOTIO Enoineers PRAISALS 
VALUATIONS AND REPORTS 
NEW, YORK PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Seam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906) p.nssing and Expediting, 








Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Operating Betterments, Personnel Relations, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention, 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 











FREDERIC BR. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville | San Francisco Houston 











Engineers WILLIAM S. LEFFLER Economists 
SPECIALIZING IN 
COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — OPERATING REPORTS 


on 
ELECTRIC — WATER — GAS Utility Operations 
Neroton, Connecticut 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








J. H. MANNING & COMPANY 


120 Broadway, New York 


ENGINEERS 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineerin Mergers 


Public. Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 











SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New Y San Preseheo = 











Sargent & Lundy 


ENGINEERS 
Steam and Electrie Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 





Chicago 
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PROFESSIONAL DIRECTORY (concluded) 











STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON «© NEWYORK ¢ CHICAGO *« HOUSTON ¢ PITTSSURGH 
SAN FRANCISCO e- LOS ANGELES 











The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
Consulting Engineers 


Water, Sewage and Industrial Waste Problems 
Airfiel . Refuse Incinerators & Power Plants 
Industrial Buildings 





JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 











City Planning Reports Valuations DESIGN AND SUPERVISION VALUATIONS 
Laboratory ECONOMIC AND OPERATING REPORTS 

1520 Locust Street Philadelphia 2 BOSTON NEW YORK 

BARKER & WHEELER, ENGINEERS | | JENSEN, BOWEN & FARRELL 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 





Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 





BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, imvestigations and re 
ports, design and supervision of cen- 
struction of Publie Utility Properties 


70% BROADWAY KANSAS CITY, MO. 














EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSauie St., Cxicaco 


A. S. SCHULMAN ELgctric Co. 
Contractors 


TRANSMISSION LinesS—UNDERGROUND DistRi- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn St. CHiIcaco 

















W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


New York 


55 Liberty Street 





MANFRED K. TOEPPEN 
ENGINEER 
CoNSULTATION — INVESTIGATION — Reports 
MARKET AND MANAGEMENT SURVEYS . 

VALUATION, DepreciATION AND Rate 
MATTERS 


261 Broadway New York 7, N. Y. 
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HE LUM MING ENDORSER 


he 
* a 
i 
ee : 


MODEL 250 


* Receipts Utility Bills. 

* Saves time endorsing checks. 

* Eliminates skipped endorsements, 
* Clearly endorses all checks. 

* Automatically endorses, dates and 


stacks in proper order in one operation. 


Write today for com plete information 


Lummins Business Machines 
Division of A. S. C. CORPORATION 
Formerly CUMMINS PERFORATOR 


4740 RAVENSWOOD AVE., CHICAGO 40, ILLINOIS 


FORATORS + CHECK ENDORSERS + RECEIPTERS * CHECK SIGNERS 


DAVBY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 


Founder of Tree Surgery 


DAVEY 


TREE TRIMMING 
FOR 


Lint CLEARANCE 
Always use dependable Davey Service 


VEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 














Because you get maximum sulphur removal per 
pound of oxide. Lavino Activated Oxide is 
made especially for maximum activity and 
capacity, maximum trace removal and shock 
resistance. Comparing cost, performance and 
savings, we believe Lavino Activated Oxide has 
no close rival. 

For more information about its remarkable 
record, just write a note on your letterhead to 


E. J. LAVING AND COMPANY 
1528 Walnut St., Philadelphia 2, Pa. 











UNLESS IT'S 


YOURS 


And if Ky, one at the top i is pre 
you can bet it’s costing you plenty 
both in time and money——to do 
jobs like the one illustrated. 

Why waste men and equipment, 
especially in the face of present 
shortages, to fepair a highway break- 
up, do emergency welding on the 
job or accomplish any other rela- 
tively short construction job, when 
the: mobile, self-contained Davey 
unit can do it in less time — at a 
fraction of the cost. 

Only Davey can give your truck 


this. seus combination equip- 
ment engineered as a unit. Select 
one of these three units — the 
Davey Auto-Air Compressor, the 
Compressor-Welder, or the Com- 
pressor-Welder-Lighting Generator 
— mounted on your truck and 
driven by the truck engine through 
the Davey Heavy-Duty Truck Power 
Take-Off, and you have mobile 
equipment that swiftly conveys crew, 
tools and materials . .. provides 
immediate compressed air of electric 
power for welding or lighting. 


BRING YOUR ENGINEERING LIBRARY UP-TO-DATE 


Da Catalog B-172, informati Davey Compressors, Track Syed 
Take-Off, Pneumatic wv pls <iber puaindecin neering data, “Mowaced without ob- 


DAVE 


DEALERS 


Cosnpucesson CO 
NT 
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